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NO DEALER, BROKER, SALESPERSON OR OTHER PERSON HAS BEEN AUTHORIZED
BY THE BOND BANK OR BY THE UNDERWRITERS TO GIVE ANY INFORMATION OR
TO MAKE ANY REPRESENTATIONS OTHER THAN THOSE CONTAINED IN THIS
OFFICIAL STATEMENT, AND, IF GIVEN OR MADE, SUCH OTHER INFORMATION OR
REPRESENTATIONS MUST NOT BE RELIED UPON AS HAVING BEEN AUTHORIZED
BY ANY OF THE FOREGOING. THIS OFFICIAL STATEMENT DOES NOT
CONSTITUTE AN OFFER TO SELL OR THE SOLICITATION OF AN OFFER TO BUY,
AND THERE SHALL NOT BE ANY SALE OF ANY OF THE SECURITIES DESCRIBED
HEREIN BY ANY PERSON IN ANY JURISDICTION IN WHICH IT IS UNLAWFUL FOR
SUCH PERSON TO MAKE SUCH OFFER, SOLICITATION OR SALE. THE
INFORMATION SET FORTH HEREIN HAS BEEN PROVIDED BY THE BOND BANK
AND OTHER SOURCES WHICH ARE BELIEVED TO BE RELIABLE. THE
INFORMATION AND EXPRESSIONS OF OPINION HEREIN ARE SUBJECT TO CHANGE
WITHOUT NOTICE AND NEITHER THE DELIVERY OF THIS OFFICIAL STATEMENT
NOR ANY SALE SHALL, UNDER ANY CIRCUMSTANCES, CREATE ANY
IMPLICATION THAT THERE HAS BEEN NO CHANGE IN THE AFFAIRS OF THE BOND
BANK OR ANY OTHER PERSON SUBSEQUENT TO THE DATE AS OF WHICH SUCH
INFORMATION IS PRESENTED.

IN CONNECTION WITH THIS OFFERING, THE UNDERWRITERS MAY OVER-ALLOT
OR EFFECT TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE MARKET PRICE
OF THE SERIES A NOTES AT A LEVEL ABOVE THAT WHICH MIGHT OTHERWISE
PREVAIL IN THE OPEN MARKET, AND SUCH STABILIZING, IF COMMENCED, MAY
BE DISCONTINUED AT ANY TIME.

THE SERIES A NOTES HAVE NOT BEEN REGISTERED WITH THE SECURITIES
AND EXCHANGE COMMISSION UNDER THE SECURITIES ACT OF 1933, AS
AMENDED. IN MAKING AN INVESTMENT DECISION, INVESTORS MUST RELY
ON THEIR OWN EXAMINATION OF THE BOND BANK AND THE TERMS OF THE
OFFERING, INCLUDING THE MERIT AND RISK INVOLVED. NEITHER THE
SECURITIES AND EXCHANGE COMMISSION NOR ANY STATE SECURITIES
COMMISSION HAS APPROVED OR DISAPPROVED OF THE SERIES A NOTES OR
PASSED UPON THE ADEQUACY OR ACCURACY OF THIS OFFICIAL
STATEMENT. ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL
OFFENSE.
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OFFICIAL STATEMENT
$537,050,000

Indiana Bond Bank
Advance Funding Program Notes
Series 2005 A

INTRODUCTION

The purpose of this Official Statement, including the cover page and the appendices, isto
set forth certain information concerning the issuance and sale by the Indiana Bond Bank (the
“Bond Bank”) of its $537,050,000 aggregate principal amount of Advance Funding Program
Notes, Series 2005 A (the “ Series A Notes’). The Series A Notes are authorized by a resolution
adopted by the Board of Directors of the Bond Bank on November 9, 2004, and are issued under
and secured by a Note Indenture dated as of January 1, 2005 (the “Original Indenture’), as
supplemented and amended by a First Supplemental Note Indenture, (the “First Supplemental
Indenture”, and together with the Original Indenture, the “Indenture”), between the Bond Bank
and The Bank of New York Trust Company, N.A., Indianapolis, Indiana, as trustee, registrar and
paying agent (the “Trustee”), all pursuant to the laws of the State of Indiana (the “State”),
particularly Indiana Code 5-1.5 (the “Act”).

The Program

The Bond Bank has previoudly established and is continuing a program (the “Program”)
to purchase tax anticipation obligations (the “Warrants’) issued by certain Indiana school
corporations, counties, cities, towns, townships, library corporations and other qualified entities
(as defined in the Act) which are authorized under Indiana law to issue warrants (the “Qualified
Entities’). The Program provides a mechanism for financing all or a portion of anticipated cash
flow shortfalls in one or more funds of the Qualified Entities during 2005 for which property
taxes described in Indiana Code 6-1.1 (“Ad Vaorem Property Taxes’) in the course of collection
have been budgeted, levied and appropriated for the payment of expenses of such funds. The
proceeds from the sale of the Series A Notes will be used (i) to purchase the Warrants (the
“Series A Warrants”) of the Qualified Entities, (ii) to pay all or a portion of the fees to establish
and provide a stand-by credit facility (the “Credit Facility”) from The Bank of New York (the
“Bank”), as security for the payment of a portion of the Series A Notes, and (iii) to pay all or a
portion of the costs of issuance of the Series A Notes including Underwriters discount. See
“SECURITY AND SOURCES OF PAYMENT FOR THE SERIES A NOTES — The Qualified
Entities and the Series A Warrants’ herein for a discussion of the Qualified Entities. The
proceeds of the Series A Warrants will provide funds in anticipation of the receipt by such
Qualified Entities of Ad Vaorem Property Taxes levied and in the course of collection (and (a)
in the case of school corporations, in addition, in the sole discretion of the Bond Bank, in
anticipation of State tuition support distributions in the course of collection and (b) in the case of
atownship, in addition, in the sole discretion of the Bond Bank, in anticipation of other revenues
to be received by the township on or before December 31, 2005) during 2005. As of the date of
the issuance of the Series A Notes, each of the Qualified Entities will have entered into a
Warrant Purchase Agreement (each, an “Agreement” and collectively, the “Agreements’) with



the Bond Bank governing the issuance of the Series A Warrants by the Qualified Entities and the
terms of purchase thereof by the Trustee on behalf of the Bond Bank. See “SUMMARY OF
CERTAIN PROVISIONS OF THE WARRANT PURCHASE AGREEMENTS” in Appendix E.

Security and Sour ces of Payment for the Series A Notes

The Series A Notes will be issued under and secured by the Indenture. The principal of,
and interest on, the Series A Notes are payable from those revenues and funds of the Bond Bank
which, together with the Series A Warrants, are pledged pursuant to the Indenture for the benefit
of the owners of the Series A Notes without priority. The Series A Notes do not constitute a
general or moral obligation of the Bond Bank. The Bond Bank will not maintain a debt service
reserve for the Series A Notes and the provisions of Indiana Code 5-1.5-5, pertaining to a moral
obligation of the Indiana General Assembly to replenish a debt service reserve, do not apply to
the Series A Notes. Neither the faith, credit nor taxing power of the State or any political
subdivision thereof, including the Qualified Entities, is pledged to the payment of the principal of
or interest on the Series A Notes. The Series A Notes are not a debt, liability, or loan of the credit
of the State or any political subdivision thereof, including the Qualified Entities. The Bond Bank
has no taxing power and has only those powers and sources of revenue set forth in the Act. The
Series A Notes are issued and secured separately from al other obligations issued by the Bond
Bank.

The Series A Notes are secured by the pledge of the Trust Estate established under the
Indenture (the “ Series A Trust Estate”), which includes (a) al right, title and interest of the Bond
Bank in, to and under the Series A Warrants and the Agreements; (b) all right, title and interest in
any and al other property, real, personal or mixed, from time to time conveyed, mortgaged,
pledged, assigned or transferred as additional security under the Indenture by the Bond Bank or
by anyone on behalf of the Bond Bank; (c) the proceeds from the sale of the Series A Notes; (d)
al revenues held in the Series A Funds and Series A Accounts (other than the Series A Rebate
Fund) under the Indenture; and (e) al rights of the Bond Bank in, to and under the Credit
Facility. All Series A Notes will be secured equally and ratably by al of the foregoing. On
January 4, 2005, the Bond Bank issued its Advance Funding Program Notes (Lake County),
Series 2005 A and its Advance Funding Program Notes (Lake County), Series 2005 B pursuant
to the Original Indenture (collectively, the “Lake County Notes’) in the aggregate principal
amounts of $56,115,000 and $33,750,000, respectively, which Lake County Notes are separately
secured from the Series A Notes. See“SECURITY AND SOURCES OF PAYMENT FOR THE
SERIES A NOTES.”

The principal source of payment on the Series A Notes will be the principal and interest
payments received by the Bond Bank from the Qualified Entities under the Series A Warrants.
The principal of and interest on the Series A Warrants are payable out of certain Ad Vaorem
Property Tax revenues as further described under the caption, “SECURITY AND SOURCES OF
PAYMENT FOR THE SERIES A NOTES — Provisions for Payment of the Series A Warrants.”
The principal of and interest on the Series A Warrants may also be payable from tuition support
distributions from the State to be received by certain Qualified Entities which are school
corporations. See“SECURITY AND SOURCES OF PAYMENT FOR THE SERIES A NOTES
— Provisions for Payment of the Series A Warrants’ and “THE PROGRAM — Program
Participation and Borrowing Limits.”



It is anticipated that the proceeds of the Series A Notes will be used to purchase Series A
Warrants under the Program from the Qualified Entities described in, and in the amounts set
forth in, Appendix A of this Official Statement. The Bond Bank may also purchase Series A
Warrants with the proceeds of the Series A Notes from other Qualified Entities or in additional
amounts from participating Qualified Entities if for any reason a Qualified Entity described in
Appendix A does not participate, either in whole or in part, in the Program.

The Indenture provides that the Bond Bank will establish and maintain the Credit Facility
with the Bank in the amount of $69,816,500, to secure the payment of a portion of the principal
of and interest on the Series A Notes, subject to reduction for amounts paid from time to time by
the Bank for deposit into the Series A General Fund pursuant to the provisions of the Indenture.
See “SECURITY AND SOURCES OF PAYMENT FOR THE SERIES A NOTES — Credit
Facility.” The Credit Facility will be pledged under the Indenture as part of the Series A Trust
Estate.

Full payment of the principal of and interest on the Series A Notes is dependent upon
investment earnings being realized on Series A Warrant payments invested by the Bond Bank. It
is expected that the Bond Bank will invest Series A Warrant payments pursuant to the
Investment Agreement by and among the Trustee, the Bond Bank and IXIS Funding Corp., a
subsidiary of IXIS Corporate & Investment Bank (IX1S CIB), a limited liability company with
executive and supervisory boards (société anonyme a Directoire et Conseil de Surveillance)
governed by French law (as successor-in-interest to CDC Finance — CDC IX1S), which provides
for afixed rate of return expected to produce such investment earnings. See “SECURITY AND
SOURCES OF PAYMENT FOR THE SERIES A NOTES — The Investment Agreement.”

The Series A Notes

The Series A Notes will mature on January 26, 2006 in the amount set forth on the cover
hereof. Interest on the Series A Notes will accrue over time at the rate per annum set forth on the
cover hereof and will be payable upon the maturity of the Series A Notes. The Series A Notes
will be issued in fully registered form in the denomination of $5,000 or any integral multiple
thereof. See“DESCRIPTION OF THE SERIES A NOTES — General Description.”

When issued, the Series A Notes will be registered in the name of and held by Cede &
Co., as nominee for The Depository Trust Company, New York, New York (“*DTC”). Purchases
of beneficial interestsin the Series A Notes will be made in book-entry-only form. Purchasers of
beneficial interests in the Series A Notes (the “Beneficial Owners’) will not receive physical
delivery of certificates representing their interest in the Series A Notes. For so long as the Series
A Notes are held in book-entry-only form, interest on the Series A Notes, together with principal
of the Series A Notes, will be paid by the Trustee directly to DTC. Neither the Bond Bank nor
the Trustee will have any responsibility for a Beneficial Owner’'s receipt from DTC or its
nominee, or from any Direct Participant (as hereinafter defined) or Indirect Participant (as
hereinafter defined), of any payments of principal of or interest on any of the Series A Notes. See
“DESCRIPTION OF THE SERIES A NOTES — Book-Entry-Only System.”

If the Series A Notes are no longer registered in the name of DTC or its nominee, the
Series A Notes may be transferred or exchanged by any Noteholder or any Noteholder’s duly



authorized attorney at the principal corporate trust office of the Trustee, to the extent and upon
the conditions set forth in the Indenture, including the payment of a sum sufficient to cover any
tax, fee or other governmental charge for any such transfer or exchange that may be imposed
upon the Bond Bank or the Trustee. See “DESCRIPTION OF THE SERIES A NOTES —
Transfer or Exchange of the Series A Notes.” For so long as the Series A Notes are registered in
the name of DTC or its nominee, the Trustee will transfer and exchange the Series A Notes only
on behalf of DTC or its nominee. Neither the Bond Bank nor the Trustee will have any
responsibility for transferring or exchanging any Beneficial Owners' interests in the Series A
Notes. See “DESCRIPTION OF THE SERIES A NOTES — Book-Entry-Only System.”

The Bond Bank

The Bond Bank is a separate body corporate and politic, constituting an instrumentality
of the State for the public purposes set forth in the Act. The Bond Bank is not an agency of the
State, but is separate from the State in its corporate and sovereign capacity and has no taxing
power. The Bond Bank is governed by a Board of seven Directors, including the Treasurer of the
State, who serves as Chairman Ex Officio, and the Director of the State Department of Financia
Institutions, who serves as a Director Ex Officio and five additional Directors, each appointed by
the Governor of the State.

Under separate trust indentures and other instruments authorized under the Act, the Bond
Bank has previously issued and had outstanding as of January 1, 2005, an aggregate principal
amount of approximately $4,393,570,000 in separate program obligations. Additionally, as of the
date of this Official Statement, the Bond Bank is considering undertaking other types of
financing for qualified entities for purposes authorized by and in accordance with the procedures
set forth in the Act. The obligationsissued by the Bond Bank in connection with any and all such
financings, if any, will be secured separately from the Series A Notes and will not constitute
Series A Notes under the Indenture or for purposes of this Official Statement.

The Act

Pursuant to the Act, the purpose of the Bond Bank isto assist “qualified entities,” defined
in the Act to include political subdivisions, as defined in Indiana Code 36-1-2-13, leasing bodies,
as defined in Indiana Code 5-1-1-1(a), any commissions, authorities or authorized bodies of any
gualified entity, and any organizations, associations or trusts with members, participants or
beneficiaries that are all individually qualified entities. The Bond Bank provides such assistance
through programs of, among other things, purchasing the bonds, notes or evidences of
indebtedness of such qualified entities. Under the Act, “qualified entities’ includes entities such
as cities, towns, counties, townships, school corporations, library corporations, specia taxing
districts and nonprofit corporations and associations which |lease facilities or equipment to such
entities. Each of the entities described in Appendix A is a*“qualified entity” within the meaning
of the Act.

The Official Statement; Additional | nformation

This Official Statement speaks only as of its date, and the information contained herein is
subject to change.



The information contained under the caption “INTRODUCTION” is qualified by
reference to this entire Official Statement, including the Appendices hereto. Thisintroduction is
only a brief description and a full review should be made of this entire Official Statement,
including the appendices hereto, as well as the documents summarized or described in this
Official Statement. The summaries of and references to all documents, statutes and other
instruments referred to in this Official Statement do not purport to be complete and are qualified
in their entirety by reference to the full text of each such document, statute or instrument.
Certain terms used in this Official Statement are defined in Appendix B.

Information contained in this Official Statement with respect to the Bond Bank and the
Qualified Entities and copies of the Indenture, the Credit Facility Agreement and the form of
Agreement may be obtained from the Indiana Bond Bank, 2980 Market Tower, 10 West Market
Street, Indianapolis, Indiana 46204. The Bond Bank’ s telephone number is (317) 233-0888.

It is the Bond Bank’s current policy to provide its financial statements to the holders of
its obligations, including the Series A Notes, upon written request. In addition, certain other
information concerning the Bond Bank is available to the Trustee and holders of the Series A
Notes pursuant to the Indenture. See “CONTINUING DISCLOSURE”.

SECURITY AND SOURCESOF PAYMENT FOR THE SERIESA NOTES

The Series A Notes are limited obligations of the Bond Bank payable only out of the
Series A Trust Estate. The Indenture creates a continuing pledge of and lien upon the Series A
Trust Estate to secure the full and final payment of the principa of, and interest on, all of the
Series A Notes. The Series A Notes do not constitute a debt, liability or loan of the credit of the
State or any political subdivision thereof, including any Qualified Entity, under the constitution
of the State or a pledge of the faith, credit and taxing power of the State or any political
subdivision thereof, including any Qualified Entity. The Bond Bank has no taxing power. The
Series A Notes do not constitute a general or moral obligation of the Bond Bank. The Bond Bank
will not maintain a debt service reserve for the Series A Notes and the provisions of Indiana
Code 5-1.5-5 do not apply to the Series A Notes. Indiana Code 5-1.5-5 pertains to the
requirement that, if there is a deficiency in a debt service reserve fund securing obligations of the
Bond Bank, the Chairman of the Bond Bank must certify the amount of such a deficiency to the
Indiana General Assembly for its consideration on whether to appropriate funds to restore the
debt service reserve fund to its requirement.

Under the Indenture, the Series A Notes are secured by a pledge to the Trustee of the
Series A Trust Estate, which includes (@) al right, title and interest of the Bond Bank in, to and
under the Series A Warrants and the Agreements; (b) al right, title and interest in any and all
other property, real, personal or mixed, from time to time conveyed, mortgaged, pledged,
assigned or transferred as additional security under the Indenture by the Bond Bank or by anyone
on behalf of the Bond Bank; (c) the proceeds from the sale of the Series A Notes; (d) all
revenues held in the Series A Funds and Series A Accounts (other than the Series A Rebate
Fund) under the Indenture; and (e) al rights of the Bond Bank in, to and under the Credit
Facility. On January 4, 2005, the Bond Bank issued its Advance Funding Program Notes (Lake
County), Series 2005 A and its Advance Funding Program Notes (Lake County), Series 2005 B
pursuant to the Original Indenture (collectively, the “Lake County Notes’) in the aggregate



principal amounts of $56,115,000 and $33,750,000, respectively, which Lake County Notes are
separately secured from the Series A Notes.

The Qualified Entitiesand the Series A Warrants

From the proceeds of the Series A Notes, the Bond Bank intends to purchase and, upon
purchase, will pledge to the Trustee the Series A Warrants. The Series A Warrants to be issued
by the Qualified Entities and purchased by the Trustee on behalf of the Bond Bank under the
Program are temporary intra-fiscal year borrowings of the Qualified Entities made in anticipation
of the receipt of Ad Vaorem Property Taxes levied and in the course of collection during 2005
(and (a) in the case of school corporations may, in the sole discretion of the Bond Bank, be made
in anticipation of State tuition support distributions in the course of collection and (b) in the case
of a township may, in the sole discretion of the Bond Bank, be made in anticipation of other
revenues to be received by the township on or before December 31, 2005). See “THE
PROGRAM” and “SUMMARY OF CERTAIN PROVISIONS OF THE WARRANT
PURCHASE AGREEMENTS’ in Appendix E.

The proceeds of the Series A Notes are anticipated to be used by the Trustee to purchase
the Series A Warrants of the respective Qualified Entities described in, and in the amounts set
forth in, Appendix A hereto. Certain information related to such Qualified Entities is set forth in
Appendix A. As of the date of the issuance of the Series A Notes, such Qualified Entities will
have entered into Agreements with the Bond Bank. The Bond Bank may also purchase Series A
Warrants with the proceeds of the Series A Notes from other Qualified Entities or in additional
amounts from participating Qualified Entities if for any reason a Qualified Entity described in
Appendix A does not participate, either in whole or in part, in the Program. A Qualified Entity
may, at its option, receive payment from the Bond Bank for the purchase of the Qualified
Entity’s Series A Warrant on an installment basis instead of receiving a lump sum payment. The
initial payment installment for any Series A Warrant purchased shall be made on January 27,
2005 and shall be at least $50,000 unless otherwise consented to by the Bond Bank. The Trustee
shall not make any future installment advance with respect to any Series A Warrant that has not
been disbursed in full on the date that such Series A Warrant is purchased until such time as the
Trustee has received a request for an installment advance in the form required by the applicable
Agreement approved by the Bond Bank. Such subsequent installments shall be made on the first
Business Day of each month through and including May 2005. Notwithstanding the foregoing, if
the full principal amount of any Series A Warrant has not been disbursed to any Qualified Entity
prior to the first Business Day of May 2005, then a final payment installment shall be made by
the Trustee to such Qualified Entity in an amount, which, together with all prior payment
installments made with respect to such Series A Warrant, aggregates the principal amount of
each Series A Warrant purchased by the Bond Bank from such Qualified Entity.

The Bond Bank will receive a Positive Cash Flow Certificate (as defined in Appendix B-
1) from Crowe Chizek and Company LLC, Indianapolis, Indiana, on the date of the issuance of
the Series A Notes to the effect that the principa and interest payments on the Series A
Warrants, assuming (i) payment in accordance with the terms of the Series A Warrants, (ii)
investment earnings on the Series A Warrant principal and interest payments, from the date of
such payments through January 26, 2006 and (iii) investment earnings, from January 27, 2005
until each date on which an installment payment for the purchase of Series A Warrants is made



(which date is not later than the first Business Day of May 2005), on any portion of the proceeds
of the Series A Notes which is not used to purchase Series A Warrants on January 27, 2005, will
at least be sufficient on the Payment Date to provide full payment of the principal of and interest
on the Series A Notes due on such Payment Date. See “The Investment Agreement” in this
section.

Provisionsfor Payment of the Series A Warrants

As a precondition to the purchase of Series A Warrants under the Program, the Qualified
Entities will be required to demonstrate that the estimated amount of Ad Vaorem Property
Taxes, levied and in the process of collection, exceeds the amount of the Series A Warrants as
required by the Program participation guidelines. Certain Qualified Entities which are school
corporations will receive tuition support funds in 2005 from the State of Indiana on the first
business day of each of the months of February through December and on December 30. The
Bond Bank, in determining the amount of Series A Warrants to be purchased from a school
corporation, may consider, in its sole discretion, the anticipated State tuition support distributions
to be received by a school corporation. See “THE PROGRAM — Program Participation and
Borrowing Limits.” Prior to the purchase of any Series A Warrant, a Qualified Entity will aso be
required under the Program to have taken all actions and received all approvals necessary to levy
and collect sufficient Ad Valorem Property Taxes during 2005 for the payment of its Series A
Warrants. See “THE PROGRAM — General” for a further discussion of the process by which
Qualified Entities adopt and fix tax levies for Ad Vaorem Property Taxes. See
“REASSESSMENT” for a further discussion of the calculation and mailing of tax statements
process. See “SUMMARY OF CERTAIN PROVISIONS OF THE INDENTURE’ and
“‘SUMMARY OF CERTAIN PROVISIONS OF THE WARRANT PURCHASE
AGREEMENTS” in Appendix E for further discussion of the preconditions to purchase the
Series A Warrants.

Ad Vaorem Property Taxes levied by Qualified Entities are due and payable to the
treasurer of the county in which the Qualified Entity is located (each, a “County Treasurer”) in
two installments, one on May 10 and the other on November 10 of each fiscal year. See “—
Procedures for Property Assessment, Tax Levy and Collection” below. Ad Valorem Property
Taxes not paid by the date due are subject to imposition of a penalty and interest, which together
with such taxes not paid constitute a lien on the property subject to the Ad Valorem Property
Taxes. See “SUMMARY OF INFORMATION REGARDING THE QUALIFIED ENTITIES’
in Appendix A. However, as aresult of the process of reassessment of real property in Indianain
2001, 2002, 2003 and 2004, the payment and distribution of Ad Vaorem Property Taxes during
2004 for the Qualified Entities was, and in some instances continues to be, delayed, and it is
anticipated that the payment and distribution of Ad Valorem Property Taxes during 2005 for
some Qualified Entities will be delayed. See “REASSESSMENT” herein.

Receipts from Ad Vaorem Property Tax collections are normally distributed through
county auditors to Qualified Entities in two installments in each Fiscal Y ear, one in June and one
in December, unless advance distributions are requested by, and made to, Qualified Entities. See
“— Procedures for Property Assessment, Tax Levy and Collection” below and “SUMMARY OF
CERTAIN PROVISIONS OF THE WARRANT PURCHASE AGREEMENTS’ in Appendix E.
To further assure the availability of funds on the date that the Series A Warrants are due, the



Agreements will require that a Qualified Entity participating in the Program must, no later than
May 15, 2005, or November 15, 2005, as applicable, submit a request in accordance with Indiana
law to the County Treasurer for advance distributions of not less than 95% of tax collections for
each fund in anticipation of which Series A Warrants have been issued and sold to the Bond
Bank under the Program. Any Qualified Entity receiving advance tax distributions in excess of
5% of the total taxes in anticipation of which Series A Warrants were issued will be required to
invest such amounts for the payment of its Series A Warrants in certain limited investments that
mature no later than the due date of the respective Series A Warrant. Under the Program, Series
A Warrants are scheduled to mature and will be payable (i) on June 30, 2005 (or, if applicable by
the terms of any Series A Warrant, the First Settlement Payment Due Date (as defined in the
Series A Warrant Purchase Agreements)) or (ii) on December 31, 2005. The “First Settlement
Payment Due Date” means the fourth Business Day (as defined in the Series A Warrant Purchase
Agreements) following the “First Semi-Annual Settlement,” which is defined in the Series A
Warrant Purchase Agreements as the receipt by the Qualified Entity of its first semi-annual
installment of revenues from taxes levied in 2004 and collectable in 2005 (including property tax
replacement revenues) with respect to the fund in anticipation of which each Series A Warrant is
issued. On June 1, 2005, any Qualified Entity that has elected to receive payment from the Bond
Bank for the purchase of its Series A Warrant on an installment basis rather than a lump sum
payment may prepay all (but not a portion) of its Series A Warrants scheduled to mature on
June 30, 2005 (or, if applicable to the terms of any Series A Warrant, the First Settlement
Payment Due Date) if it shall cause the required notice to be given to the Bond Bank and the
Trustee, on or before May 20, 2005. On November 30, 2005, any such Qualified Entity may
prepay all (but not a portion) of its Series A Warrants scheduled to mature on December 31,
2005 if it shall cause notice to be given to the Bond Bank and the Trustee, on or before
November 18, 2005. Additionally, in the event the First Semi-Annua Settlement shall occur in
more than one installment to the Qualified Entity to be made after June 30, 2005, following its
receipt of each such installment, the Qualified Entity (i) must within two (2) Business Days
following receipt of each such installment notify the Bond Bank of the amount so received and
(ii) will be obligated to prepay the Series A Warrants issued in anticipation of the First Semi-
Annual Settlement in the amounts, on the date or dates, and in respect of the respective Series A
Warrants as may be determined by the Bond Bank in a notice to the Qualified Entity; provided
the aggregate amount of each such prepayment of the Series A Warrants shall not exceed the
aggregate amount of each such respective installment received by the Qualified Entity.

Proceduresfor Property Assessment, Tax Levy and Collection

Real and personal property in the State is assessed each year as of March 1. On or before
August 1 each year, each county auditor must submit to each underlying taxing unit located
within that county, a statement of (i) information concerning the assessed value of the taxing
unit for the next calendar year, (ii) an estimate of the taxes to be distributed to the unit during the
last six months of the current budget year and (iii) the current assessed valuation as shown on the
abstract of charges.

By statute, the budget, tax rate and levy must be established: no later than the last
meeting of the fiscal body in September for Marion County; no later than September 30 for all
second class cities; and no later than September 20 for all other units. The budget, tax levy and
tax rate are subject to review and revision by the Department of Local Government Finance



which can lower, but not raise, the tax levy or tax rate unless the levy proposed by the Qualified
Entity is not sufficient to make its debt service or lease rental payments. The Department of
Loca Government Finance must complete its actions on or before February 15 of the
immediately succeeding calendar year.

On or before March 15, each county auditor prepares and delivers the final abstract of
property taxes within the applicable county. The county treasurer mails tax statements the
following April (but mailing may be delayed due to reassessment or other factors). See
“REASSESSMENT.” Property taxes are due and payable to the county treasurer in two
installments on May 10 and November 10. If an installment of taxesis not completely paid on or
before the due date, a penalty of 10% of the amount delinquent is added to the amount due. On
May 11 and November 11 of each year after one year of delinquency, an additional penalty equal
to 10% of any taxes remaining unpaid is added. The penalties are imposed only on the principal
amount of the delinquency. Property becomes subject to tax sale procedures on July 1 if a
delinquency then exists with respect to an installment due on or before May 10 of the prior year.
Each county auditor distributes property taxes collected to the various taxing units on or before
the June 30 or December 31 after the due date of the tax payment.

Pursuant to State law, real property is valued for assessment purposes at its “true tax
value” as defined in the 2002 Real Property Assessment Manual adopted by the Department of
Local Government Finance (the “Manual”), and as interpreted in the rules and regulations of the
Department of Local Government Finance, including the 2002 Rea Property Assessment
Guidelines, Version A (the “Guidelines’) and the Real Property Assessment Manual Rule, 50
IAC 2.3. The Manual defines “true tax value” as “the market value in use of property for its
current use, as reflected by the utility received by the owner or asimilar user from that property.”
The Manual permits assessing officials in each county to choose any acceptable mass appraisal
method to determine true tax value, taking into consideration the ease of administration and the
uniformity of the assessments produced by that method. The Guidelines were adopted to provide
assessing officials with an acceptable appraisal methodology, although the Manual makes it clear
that assessing officials are free to select from any number of appraisal methods, provided that
they are capable of producing accurate and uniform values throughout the jurisdiction and across
all classes of property. The Manual specifies the standards for accuracy and validation that the
Department of Local Government Finance will use to determine the acceptability of any alternate
appraisal method.

“Gross Assessed Value” is equal to thetrue tax value. “Net Assessed Value’ or “Taxable
Value’ represents the “ Gross Assessed Value® less certain deductions for mortgages, veterans,
the aged, the blind, economic revitalization, resource recovery systems, rehabilitated residential
property, solar energy systems, wind power devices, coa conversion systems, hydroelectric
power devices, geothermal devices, and tax-exempt property. The “Net Assessed Vaue’ or
“Taxable Vaue” isthe value used for taxing purposes in the determination of tax rates.

If a change in assessed value occurs, a written notification is sent by either the township
assessor or the county board of review to the affected property owner. Upon notification, if the
owner wishes to appeal this action, the owner may file a petition requesting a review of the
action. This petition must be filed with the county assessor within 45 days after the written
notification is given to the property owner or May 10 of that year, whichever is later. While the



appeal is pending, any taxes on real property that becomes due on the property in question must
be paid in an amount based on the immediately preceding year's assessment or it may be paid
based on the amount that is billed.

Indiana Code 6-1.1-21-5 provides each taxpayer with a property tax credit in an amount
equal to sum of the following: (a) sixty percent (60%) of a taxpayer’s tax liability in a calendar
year for taxes imposed by a school corporation for its general fund for a stated assessment year
on all real and persona property; (b) approximately twenty percent (20%) of a taxpayer's tax
liability for a stated assessment year for a total county tax levy (less sixty percent (60%) of the
levy for the general fund of a school corporation that is part of the total county tax levy) on real
property; (c) and approximately twenty percent (20%) of a taxpayer's tax liability for a stated
assessment year for atotal county tax levy (less sixty percent (60%) of the levy for the general
fund of a school corporation that is part of the total county tax levy) on tangible personal
property other than business personal property.

On December 4, 1998, the Indiana Supreme Court affirmed in part and reversed in part a
ruling by the Indiana Tax Court that the true tax value method of valuing property for purposes
of levying property taxes is unconstitutional. Town of &. John v. Sate Board of Tax
Commissioners, 702 N.E.2d 1034 (Ind. 1998). The Indiana Supreme Court ruled that the true tax
value method is constitutional but the cost schedules used by the State Board of Tax
Commissioners (now known as the Department of Local Government Finance) were
unconstitutional. This ruling affects only the valuation method and does not affect the ability of
the Qualified Entity to levy an unlimited property tax to pay debt service. On May 31, 2000, the
Indiana Tax Court ordered the State Board of Tax Commissioners to adopt the new assessment
regulations by June 1, 2001 and to complete reassessment under those regulations by March 1,
2002. The Department of Local Government Finance published the new assessment rules, which
were effective June 22, 2001 and which initiated the reassessment process that, in some counties,
isstill under way.

In 2004, in some of the counties in which certain of the Qualified Entities that
participated in the Program in 2004 (the “2004 Program”) are located, reassessment was not
completed in time to allow for the collection in 2004 of al of the property taxes that would have
otherwise been due that year in such counties. See “REASSESSMENT” and “RISK
FACTORS.” However, those Qualified Entities utilized other alternatives for the payment of
debt service on their warrants and other debt obligations due on or before December 31, 2004.
Those alternatives included using other funds or obtaining a temporary borrowing in anticipation
of the remaining property taxes originally anticipated to be collected in 2004, but delayed until
after 2004 due to reassessment and other related factors (the “ Remaining 2004 Property Taxes").
For example, in response to this delay, the Bond Bank implemented a program pursuant to which
certain of those Qualified Entities issued warrants to refund warrants issued under the 2004
Program (the “Refunding Warrants’). The Bond Bank then purchased the Refunding Warrants
using proceeds from the sale of notes issued by the Bond Bank and acquired by the State as
investments for three State funds. The Refunding Warrants are secured solely by the Remaining
2004 Property Taxes. As a result of that program and other aternative methods, al of the
warrants acquired by the Bond Bank pursuant to the 2004 Program were paid on or before their
maturity dates, the last of which was December 31, 2004. Each Qualified Entity in the current
Program has agreed in its Warrant Purchase Agreement that for so long as any Warrant that has
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been issued in anticipation of revenues of a fund remains outstanding, the Qualified Entity shall
not, without the consent of the Bond Bank and the Bank, issue any warrant or comparable
obligation for the then-current year; provided that such prohibition would not be violated by the
Qualified Entity having issued warrants for a fund in anticipation of the Remaining 2004
Property Taxes or by issuing warrants, with the Bond Bank's consent, to refund any such warrant
secured solely by the Remaining 2004 Property Taxes (e.g., the Refunding Warrants) or if the
lien of such warrant on the taxes or other revenues pledged to the payment of the Warrant is
subordinate to the lien of the Warrant thereon. The Warrants under the current Program are not
secured by the Remaining 2004 Property Taxes, which provides the security for the Refunding
Warrants. The Refunding Warrants are not secured by the Ad Valorem Property Taxes levied in
2004 for collection in 2005, which, in addition to tuition support distributions from the State
securing the Warrants of certain Qualified Entities which are school corporations, provides the
security for the Warrants.

Neither the Bond Bank nor any Qualified Entity can predict (i) the extent to which
reassessment will continue to affect property tax collections or (ii) the timing of future judicial
actions in the Town of &. John case, if any, or of legislation, regulations or rulings enacted to
implement this ruling or property tax reform in general. Further, no assurances can be given by
the Bond Bank regarding the availability or feasibility of any of the previously discussed
aternatives in 2005. However, at this time, it is anticipated that all Series A Warrants issued
under the Program in 2005 will be paid at maturity with property tax collections payable in 2005
or, in the case of certain Qualified Entities which are school corporations, from tuition support
distributions from the State.

Enforcement of Series A Warrants

As the owner of the Series A Warrants, the Bond Bank has available to it all remedies
available to owners or holders of securities issued by the Qualified Entities. The Act provides
that, upon the sale and delivery of any Series A Warrants to the Bond Bank, the Qualified Entity
is deemed to have agreed that all statutory defenses to nonpayment are waived in the event that
such Qualified Entity failsto pay principal of, or interest on, such Series A Warrants when due.

The Agreements will provide that to the extent permitted by law, any Series A Warrant
which is not paid on or before the due date will bear interest at the Reinvestment Rate (as defined
in Appendix B) thereafter. Additionally, the Act authorizes the Bond Bank to collect from the
Qualified Entities fees and charges for its services and empowers the Qualified Entities to
contract for and to pay such fees and charges. Pursuant to each Agreement, each Qualified Entity
will agree to pay to the Bond Bank an amount, if any, equal to all costs and expenses incurred by
or on behalf of the Bond Bank from time to time as a result of any failure by such Qualified
Entity to comply with any of the provisions of the Agreement.

Under the Program, each of the Qualified Entities will be required to pledge and
appropriate sufficient Ad Vaorem Property Taxes levied and in the course of collection to the
payment of the Series A Warrants. All Ad Valorem Property Taxes, including such taxes pledged
and appropriated for the payment of the Series A Warrants, will be deposited into the funds for
which they have been levied but will not be separately held or otherwise segregated pending the
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payment of the Series A Warrants. See “RISK FACTORS' and “SUMMARY OF
INFORMATION REGARDING THE QUALIFIED ENTITIES’ in Appendix A.

Each Qualified Entity has agreed under its Agreement to report to the Bond Bank on its
compliance with certain covenants which the Qualified Entity will make regarding various
actions and conditions necessary to preserve the tax-exempt status of interest paid on the Series
A Warrants. See “TAX MATTERS.” The Bond Bank has aso determined to consult with the
Qualified Entities, as necessary from time to time, with regard to the actions needed to be taken
by the Qualified Entities to preserve the excludability of the interest on the Series A Notes from
the gross income of the holders of the Series A Notes for federal income tax purposes.

Credit Facility

The Credit Facility will be available to the Trustee pursuant to the terms of the Credit
Facility and the Reimbursement Agreement (the “Credit Facility Agreement”) dated as of the
date of the issuance of the Series A Notes, by and between the Bond Bank and the Bank, and the
assignment of the rights thereunder by the Bond Bank to the Trustee pursuant to the Indenture.
The Credit Facility is a standby credit facility in an amount of $69,816,500, and secures the
payment of a portion of the principal of and interest on the Series A Notes (the “Maximum
Available Credit”). Funds available under the Credit Facility provide for payment of a portion of
the debt service on the Series A Notes in the event one or more Qualified Entities fail to make
principal and interest payments on their Series A Warrants on a timely basis to the extent such
defaults in payment on the Series A Warrants and the lack of anticipated investment earnings
resulting therefrom, if any, do not, in the aggregate, exceed the Maximum Available Credit.
Thus, the Credit Facility only provides additional assurance of payment on the Series A Notes in
the event of limited defaults in payment by only a limited number of the participating Qualified
Entities. The Credit Facility does not provide any additional assurance of payment of the Series
A Notes resulting solely from nonpayment or |ate payment of amounts payable to the Bond Bank
pursuant to the Investment Agreement.

If, as a result of the nonpayment or late payment on Series A Warrants and/or any
deficiency in investment earnings corresponding thereto, the amount on deposit under the
Indenture is not sufficient to pay the entire amount of interest and principal coming due on the
Series A Notes, the Trustee is required to request a disbursement from the Bank under the Credit
Facility in an amount equal to such deficiency up to the Maximum Available Credit. See
“OPERATION OF FUNDS AND ACCOUNTS — Series A General Fund”. The term of the
Credit Facility extends from the date of issuance of the Series A Notes through January 27, 2006.
So long as no event of default has occurred under the Credit Facility Agreement, one
disbursement may be used to provide for payment of principal of and interest on the Series A
Notes due on January 26, 2006. Upon not |ess than seven banking days' prior notice to the Bond
Bank and the Trustee, the Bank may terminate the Credit Facility by reason of an event of
default. Under the Indenture, the Trustee is directed to request payment from the Bank in the
amount of the Maximum Available Credit upon receipt of a notice of termination from the Bank
by reason of an occurrence of an event of default. Under the Credit Facility Agreement,
payments made by the Bond Bank to the Bank in respect of amounts borrowed thereunder are
first applied against interest accrued through the date of any such payment and then to principal
outstanding thereunder.
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Repayments to the Bank of amounts advanced to the Bond Bank pursuant to the Credit
Facility, together with interest thereon, will be made solely from the moneys held in the Series A
General Fund under the Indenture and al investments of money held in the Series A General
Fund, subject only to the security interest therein granted by the Bond Bank to the Trustee for the
benefit of the holders of the Series A Notes. Further, under the terms of the Indenture, the Series
A Trust Estate has been pledged and otherwise granted to the benefit of the Bank to secure the
Bond Bank’s obligations under the Credit Facility Agreement and Credit Facility, provided that
any interest in, lien on, or pledge of the Series A Trust Estate in favor of the Bank will be junior
and subordinate to any interest in, lien on, or pledge of the Series A Trust Estate in favor of any
owner of Series A Notes other than the Bank. All fees imposed to establish and maintain the
Credit Facility will be paid to the Bank on the date of the issuance of the Series A Notes from the
proceeds of the Series A Notes or otherwise. See “SUMMARY OF CERTAIN PROVISIONS
OF THE CREDIT FACILITY AGREEMENT” in Appendix E.

In the opinion of legal counsel to the Bank, under current law and regulations, the Credit
Facility Agreement constitutes the legal, valid and binding obligation of the Bank, enforceable
against the Bank in accordance with its terms except as limited by bankruptcy, insolvency,
liquidation, reorganization, moratorium conservatorship, receivership or similar occurrence
affecting the Bank and general principles of equity (regardless of whether such enforceability is
considered in a proceeding in equity or an action at law).

The Investment Agreement

It is expected that the Bond Bank will invest Series A Warrant payments in an Investment
Agreement with the Financial Institution providing for afixed rate of return expected to produce
the investment earnings necessary, together with the payments of principal of and interest on the
Series A Warrants, to pay the principa of and interest on the Series A Notes. The Bond Bank
will require the Financia Institution to be rated at least “Aa3” by Moody’s Investors Service,
Inc. (“Moody’s’) and “AA-" by Standard & Poor’s, a Division of The McGraw-Hill Companies
(“S&P’). Full payment of principal of and interest on the Series A Notes is dependent upon
investment earnings being paid pursuant to the Investment Agreement. However, there can be no
assurance that the Financia Institution will be able to return the invested amounts and the
investment earnings on a timely basis or at the rates contemplated under the Investment
Agreement. Moreover, there can be no assurance that the Financia Institution will be able to
return the invested amounts and the investment earnings on a timely basis or at the rates
contemplated in the event of insolvency, bankruptcy or similar deterioration in financial
condition of the Financia Institution. In the event that the Financial Institution fails to return the
invested amounts or the investment earnings on atimely basis or at the rates contemplated under
the Investment Agreement, the invested amounts and the investment earnings may be
unavailable to pay debt service on the Series A Notes. The Trustee may not request a
disbursement by the Bank under the Credit Facility in the event that the invested amounts or the
investment earnings are unavailable unless such unavailability is due to a late payment or
nonpayment on the Series A Warrants by one or more of the Qualified Entities.
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THE PROGRAM
General

The Bond Bank established the Program in order to provide a mechanism for financing
traditional cash flow deficits which are anticipated by Indiana political subdivisions during the
2005 fiscal year. The fiscal year for all Indiana political subdivisions is coextensive with the
calendar year (the “Fiscal Year”). Indiana political subdivisions depend primarily on Ad
Valorem Property Taxes, including Property Tax Replacement Fund moneys paid by the State to
the political subdivisions, and State aid to meet operating expenses and to make capital
expenditures or amortize debt incurred for capital expenditures. Indiana political subdivisions
finalize budgets, hold hearings and adopt budgets and tax levies for the following Fiscal Y ear
during the months of August and September of the preceding Fiscal Year and the same are
reviewed by the appropriate County Board of Tax Adjustment and by the Department of Local
Government Finance. The Department of Local Government Finance is directed by Indiana law
to complete its review and approval of budgets and tax levies by February 15 of such following
Fiscal Year. Property taxes for political subdivisions, which are collected during each Fiscal
Y ear, are payable in two installments, which are normally due in May and November. By law,
taxes are required to be collected by the county treasurer and distributed by the county auditor to
the politica subdivisons on or before June30 and December 31, respectively, unless
reassessment delays collection of Ad Vaorem Property Taxes. However, because the timing of
tax receipts rarely matches the timing of expenditures, political subdivisions routinely issue
warrants in anticipation of the next succeeding payments of Ad Valorem Property Taxes to the
extent authorized by State law. The Program was established to finance cash flow deficits arising
from such traditional timing differences between expenditures and tax receipts.

Certain Qualified Entities which are school corporations may be entitled to tuition
support funds from the State of Indiana. Tuition support means, with respect to a Qualified
Entity which is a school corporation, the total amount of State tuition support the school
corporation receives in a particular year for its basic programs pursuant to Indiana Code 21-3-
1.7. The amount of tuition support to which a certain school corporation is entitled is determined
using aformula with several factors, including a school corporation’s average daily membership,
its maximum general fund ad valorem property tax levy, the amount of federal aid it receives,
and other factors. The tuition support for each school corporation is determined as part of the
biennial budget process, and payments shall be made to the school corporations in 2005 on the
first business day of each of the months of February through December and on December 30.

A Qualified Entity which is a school corporation may request to borrow additional funds
from the Bond Bank based on the amount of tuition support that it anticipates receiving from the
State of Indiana, but in no event in excess of 40% of the sum of the Ad Vaorem Property Taxes
levied and estimated for collection during 2005, and 80% of the sum of State tuition support
distributions anticipated for collection during the period from July 1, 2005 through December 30,
2005, with respect to the fund or funds upon which a Series A Warrant isto beissued. The Bond
Bank, in determining the amount of Series A Warrants to be purchased from a school
corporation, may consider in the sole discretion of the Bond Bank, the anticipated amount of
State tuition support distributions to be received by a school corporation. With respect to a
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township, the Bond Bank may consider, in the sole discretion of the Bond Bank, other revenues
anticipated to be received by such township on or before December 31, 2005.

The taxpayers of each county receive a credit for property tax replacement in the amount
of approximately 15%-20% of the Ad Vaorem Property Tax liability of each taxpayer (the
“Replacement Credit”) for Ad Valorem Property Taxes which are due and payable in May and
November of each year. Before August 31 and December 15 of each year, respectively, the State
Department of Revenue (the “Department”) is required by law to distribute to each county
treasurer from the State property tax replacement fund (the “Property Tax Replacement Fund”)
one-half of the estimated distribution from that fund for that year for the county. Such
distributions are equal to the estimated Replacement Credit, together with other property tax
credits, given to taxpayers. On or before December 31 of each year or as soon thereafter as
possible, the Department by law must make a final determination of the amount which should be
distributed from the Property Tax Replacement Fund to each County Treasurer. The Department
by law must deposit 50% of all collections of State gross retail and use taxes and a portion of
corporate adjusted gross income tax revenues into the Property Tax Replacement Fund. If the
aggregate amount allocated to the County Treasurers by the Department from the Property Tax
Replacement Fund exceeds the balance of money in the Property Tax Replacement Fund, the
amount of the deficiency is required by law to be transferred from the State general fund to the
Property Tax Replacement Fund. The Auditor of the State is required by law to issue awarrant to
the Treasurer of the State ordering the payment of the required amount to the Property Tax
Replacement Fund. Distributions from the Property Tax Replacement Fund are a source of funds
to compensate for the reduction in taxes caused by credits given to taxpayers and as such merely
replace Ad Valorem Property Taxes pledged as security for the payment of the Series A
Warrants and do not constitute additional security for the payment of the Series A Warrants. See
“REASSESSMENT” herein.

The proceeds of a Series A Warrant purchased by the Bond Bank from a Qualified Entity
under the Program will be deposited in the fund for which such Series A Warrant was issued and
the Series A Warrant will be payable from the Ad Vaorem Property Taxes deposited to such
fund; provided, however, that any school corporation may pay interest on a Series A Warrant
issued for any fund from the school corporation’s debt service fund or genera fund in the case of
anticipated State tuition support distributions. Each Agreement will restrict the aggregate amount
of Series A Warrants that the Bond Bank is required to purchase or hold for a particular fund to
the lesser of (i) the anticipated cash flow deficit for such fund for the applicable semiannual
borrowing period or (ii) forty percent (40%) of the annual tax levy expected to be received in
such fund during such annual period. Each Agreement will set forth the due dates for the
Qualified Entity’s Series A Warrants, none of which may be later than the December 31
following the date of issuance for the Series A Warrants of the Qualified Entities. Each
Agreement will restrict the Qualified Entity from issuing any warrant or comparable obligation
(each an “Additional Obligation”) in anticipation of the revenues budgeted for the funds in
anticipation of which the Series A Warrants were issued without the consent of the Bond Bank
and the Bank. See “SUMMARY OF CERTAIN PROVISIONS OF THE SERIES A WARRANT
PURCHASE AGREEMENTS’ in Appendix E. It is anticipated by the Bond Bank that it will
consent to certain cash flow borrowings by Qualified Entities participating in the Program made
in anticipation of distributions of budgeted revenues for a fund in anticipation of which Series A
Warrants purchased under the Program were issued. See “Additional Borrowings.” Prior to
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giving consent, the Bond Bank or the Bank would likely require that (a) such Additional
Obligation be subordinated to any Series A Warrants issued by the Qualified Entity and held by
the Bond Bank, (b) such Qualified Entity demonstrate an ability to repay such Additionad
Obligation with revenues from a source other than Ad Vaorem Property Taxes pledged to pay
its Series A Warrants or (¢) such Qualified Entity otherwise demonstrate that the ability to pay its
Series A Warrants is not adversely affected by the issuance of such Additional Obligations. See
“Authority to Issue Series A Warrants” in this section. However, nothing requires the Bond Bank
or the Bank to condition its consent to issuing an Additional Obligation on any specific
requirements. See “SUMMARY OF CERTAIN PROVISIONS OF THE SERIES A WARRANT
PURCHASE AGREEMENTS’ in Appendix E.

Deter mination of Program Needs

The Program has been designed to provide short-term loans to finance cash flow deficits
incurred by each Qualified Entity prior to the receipt of Ad Vaorem Property Taxes which are
collected by the county in which such Qualified Entity is located. These short-term loans will be
repaid out of Ad Valorem Property Tax proceeds due to be collected in 2005.

Prior to the commencement of the Program, Qualified Entities historically financed
annual cash flow deficits by the public sale or private placement of warrants or by borrowing
from other internal sources.

In the course of structuring the Program for 2005, the Bond Bank and its financial
advisors have reviewed the history of the Program for prior years (1992-2004) and other Bond
Bank short-term loan programs, as well as other historical data, which provides information
concerning typical Qualified Entities, and short-term loan demands financed by traditional
methods.

Based upon (i) its prior experience with Qualified Entity borrowing from the particular or
comparable Qualified Entities, (ii) a review of historical financing patterns and (iii) funding
needs projected from data submitted by Qualified Entities, the Bond Bank and its financial
advisors have determined the reasonably expected funding needs of the Qualified Entity
participants of the Program. The proceeds of Series A Notes are anticipated to be used by the
Trustee to purchase the Series A Warrants of the Qualified Entities described in Appendix A
hereto. Each of the Qualified Entities will have entered into an Agreement with the Bond Bank
as of the date of the issuance of the Series A Notes. The Bond Bank may also purchase the Series
A Warrants with the proceeds of the Series A Notes from other Qualified Entities or additional
amounts from participating Qualified Entities in the Program if for any reason a Qualified Entity
described in Appendix A does not participate, either in whole or in part, in the Program.

Authority to Issue Series A Warrants

Various Indiana political subdivisions have authority to issue obligations in anticipation
of the collection of revenues, including school corporations (“School Corporations’), counties
(“Counties’), cities (“Cities’), towns (“Towns’), townships (“Townships’) and library
corporations (“Library Corporations’). Although certain of the Qualified Entities are authorized
by law to issue Series A Warrants, as described below, in a greater amount, the amount of Series
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A Warrant borrowings under the Program is more restrictive as a result of Program limitations,
including, among others, that the principal amount of Series A Warrants issued may not exceed
80% of the taxes levied and estimated for collection during the semiannual period a Series A
Warrant is due and in anticipation of which such Series A Warrants are issued with respect to the
fund or upon which a Series A Warrant is to be issued. See “Program Participation and
Borrowing Limits” in this section.

School Corporations are authorized by law to issue warrants, upon the finding by their
governing boards that an emergency exists for the borrowing of money with which to pay current
expenses from a particular fund prior to the receipt of revenues from taxes already levied for
such fund and in anticipation of the receipt of such revenues. The principal of such warrants is
payable solely from the fund for which such taxes have been levied, but interest thereon may be
paid either from the School Corporation’s debt service fund or from the fund for which such
taxes have been levied. Under a recent amendment to Indiana law, the principal amount of
warrants which a School Corporation may issue to be paid from a particular fund maturing on or
before December 31, 2005 cannot exceed the lesser of (i) the highest Cumulative Cash Flow
Deficit (not to exceed the amount permitted by the Internal Revenue Service arbitrage
regulations) estimated by the School Corporation for 2005 or (ii) 80% of the total approved
budget for the fund for which the warrant has been issued. If the School Corporation determines
that an emergency exists that requires an extension of such maturity date, the maturity date may
be extended for not more than six (6) months after the budget year for which the warrant was
issued if the School Corporation (i) adopts a resolution containing (a) a statement determining
that an emergency exists, (b) a brief description of the grounds for such determination, and (c)
the date the warrant will be repaid and (ii) immediately forwards such resolution to the State
Board of Accounts and the Department of Local Government Finance. Additionaly, if the
Department of Local Government Finance, upon petition being filed by a School Corporation,
concludes that such School Corporation cannot, in the ensuing calendar year, carry out the public
educational duty committed to the School Corporation by law, the Department of Local
Government Finance may award emergency financia relief in various forms, including, but not
limited to, (a) providing a grant or grants to the School Corporation from any funds of the State
that are available for such purpose, (b) permitting the School Corporation to borrow funds from
the State that are available for such purpose, (c) permitting the School Corporation to borrow
funds from a source other than the State or (d) allowing an advance or advances of funds that
will become payable to such School Corporation under any law providing for the payment of
State funds to School Corporations.

Counties are authorized by law to make temporary loans to meet current operating
expenses, in anticipation of and not in excess of county revenues for the current fisca year,
which must be evidenced by tax anticipation warrants of the County. An ordinance authorizing
the issuance of tax anticipation warrants must appropriate and pledge a sufficient amount of the
funds and revenues in anticipation of which the warrants are issued to the punctual payment of
the warrants. Interest on all warrants issued by Counties, including the Series A Warrants, must
cease to accrue upon their maturity, but under the Act and the Agreement, the Bond Bank is
authorized to collect any costs resulting from the late payment by, and any required enforcement
against, any County.
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Cities and Towns are authorized by law to issue warrants by ordinance for the purpose of
making temporary loans in anticipation of current revenues that have been levied and are being
collected for the year in which issued. The ordinance authorizing such loans must appropriate
and pledge to their payment a sufficient amount of the revenues in anticipation of which the
warrants are issued and out of which they are payable.

Library Corporations may issue warrants by action of the local library board for the
purpose of obtaining temporary loans in an amount not to exceed the uncollected and anticipated
taxes for the current year which have been levied but are not yet collected.

Townships may issue warrants by action of the Township’'s Advisory Board for the
purpose of obtaining temporary loans in an amount not to exceed 50% of the Township’s total
anticipated revenue for the remainder of the year in which the loans are taken out.

Other political subdivisions are authorized by law to issue warrants consistent with the
borrowing limitations established under the Program.

Program Participation and Borrowing Limits

To be considered for participation in the Program, each Qualified Entity has submitted an
application to the Bond Bank. Application information and data supplied by each Qualified
Entity seeking to participate in the Program included among other things the following: the
historical and estimated cash flow data during the current Fiscal Year and the two Fiscal Years
immediately preceding the date of the application; a list of the ten largest taxpayers,; tax
collection history; historical and projected budget and levy information; and general economic
and demographic information and data.

Upon receipt of applications for participation in the Program, each applying Qualified
Entity was analyzed to determine, consistent with the purposes of the Bond Bank, whether a
Qualified Entity would be permitted to participate in the Program. Such analysis consisted of an
internal financial review undertaken by the Bond Bank with the assistance of Municipal
Consultants, as financial advisor to the Bond Bank. The Qualified Entities described in Appendix
A have applied for participation in the Program, have been analyzed by the Bond Bank and its
financial advisor and have been approved for participation in the Program by the Board of
Directors.

Based on documentation and estimates supplied by a Qualified Entity at or prior to the
time of execution of its Agreement, the Bond Bank’s financial advisor has performed certain
computations to arrive at the maximum anticipated Cumulative Cash Flow Deficit with respect
to such Qualified Entity’s budget and the limitation based upon the applicable percentage of Ad
Vaorem Property Tax levies to be anticipated by the proposed Series A Warrants. These
computations, together with other Program limitations discussed herein, will serve as the basis
for determining the maximum amount which a Qualified Entity is authorized to borrow from the
Bond Bank under the Program.

Pursuant to the Agreements, each Qualified Entity will be required to represent and
warrant certain mattersto the Bond Bank in order to be eligible to participate in the Program. See
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“‘SUMMARY OF CERTAIN PROVISIONS OF THE WARRANT PURCHASE
AGREEMENTS’ in Appendix E.

Subject to the last three sentences of this paragraph, for every Qualified Entity, the Bond
Bank has limited the maximum amount for each Series A Warrant maturing on June 30, 2005
(or, if applicable by the terms of any Series A Warrant, the First Settlement Payment Due Date),
which may be borrowed to the least of (a) 40% of the Ad Vaorem Property Taxes levied and
estimated for collection during 2005 with respect to the fund or funds upon which a Series A
Warrant is to be issued, (b) the maximum anticipated Cumulative Cash Flow Deficit projected
during the Tax Period or (c) the amount permitted pursuant to the laws of the State. Subject to
the last three sentences of this paragraph, for every Qualified Entity, the Bond Bank has limited
the maximum amount for each Series A Warrant maturing on December 31, 2005, which may be
borrowed to the least of (a) 40% of the Ad Vaorem Property Taxes levied and estimated for
collection during 2005 with respect to the fund or funds upon which a Series A Warrant is to be
issued, (b) the maximum anticipated Cumulative Cash Flow Deficit projected during the Tax
Period (as defined in Appendix B) or (c) the amount permitted pursuant to the laws of the State.
The limitation set forth in each clause (a) above is based upon the amount of Ad Vaorem
Property Taxes levied for collection during 2005. The limitation set forth in each clause (b)
above applies as a comparison of total Series A Warrant borrowing (all maturities) to the
maximum anticipated Cumul ative Cash Flow Deficit projected during the Tax Period. Typicaly,
for purposes of the Program, this amount is preliminarily certified by the Department of Local
Government Finance in January of the then-current year. However, for the Program in 2005, the
Department of Local Government Finance's certification of Ad Vaorem Property Taxes levied
for collection during 2004 is being used to certify this amount for some Qualified Entities. A
Qualified Entity which is a school corporation may request to borrow funds in excess of the
maximum amount described in this paragraph, based on the amount of State tuition support
distributions that a school corporation anticipates receiving from the State of Indiana, but in no
event in excess of 40% of the sum of the Ad Valorem Property Taxes levied and estimated for
collection during 2005 and 80% of the State tuition support distributions anticipated for
collection during the period July 1 through and including December 30, 2005, with respect to the
fund or funds upon which a Series A Warrant is to be issued. The Bond Bank shall have sole
discretion to determine the borrowing limits of a school corporation in light of any State tuition
support distributions. With respect to a township, in addition to the Ad Valorem Property Taxes,
the Bond Bank shall have sole discretion to determine the borrowing limits of such township
inclusive of additional other revenues to be received by the Qualified Entity on or before
December 31, 2005.

Additional Borrowings

The Bond Bank may issue additional obligations (“Additional Notes’) to finance a
portion of the cash flow deficits of the Qualified Entities participating in the Program to the
extent that such deficits (a) are expected to exceed the amount borrowed under the Program
funded from the proceeds of the Series A Notes and (b) will occur during the period commencing
on July 1, 2005, and ending on December 31, 2005. The principal source of payment on such
Additional Notes would be principal and interest payments received by the Bond Bank from such
Qualified Entities under warrants issued in anticipation of the receipt by such Qualified Entities
of Ad Vaorem Property Taxes levied and in the course of collection during 2005. The respective
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warrants securing the Series A Notes and the Additional Notes will be secured by the Ad
Valorem Property Taxes levied in the course of collection and appropriated with respect to the
fund or funds upon which such warrants are issued. The principal amount of the warrants
pledged to the payment of the Series A Notes and the Additional Notes will not exceed 40% of
the Ad Vaorem Property Taxes levied and in the course of collection during 2005 with respect
to the fund or funds upon which any such Series A Warrants are issued and with respect to such
Series A Warrants maturing (i) in 2005 on or before June 30, 2005 (or, if applicable by the terms
of any Series A Warrant, the First Settlement Payment Due Date) or (ii) during the period of
July 1, 2005 through December 31, 2005. See “SUMMARY OF CERTAIN PROVISIONS OF
THE INDENTURE — Program Covenants” in Appendix E.

REASSESSMENT

A general reassessment of real property in the State commenced in 2001 and is still
continuing in a few Counties in the State (the “Reassessment”). Reassessment was not
completed in time to allow for the collection in 2003 or 2004 of all of the property taxes for
some of the Counties in which Qualified Entities are located. Property tax statements for both
semi-annual installments due in 2003 would normally have been mailed to taxpayers in March,
2003, for collection on May 10 and November 10, 2003. However, because of delays in the
Reassessment process, most County Treasurers in the State were unable to mail the property tax
statements on schedule. Accordingly, the collection of those semi-annual installments of Ad
Vaorem Property Taxes from taxpayers, and the distribution of the Township Assessors
collections of such Ad Valorem Property Taxes to taxing units, was, and in a few instances
continues to be, delayed. Asaresult of the delays associated with the collection and distribution
of taxes in 2003, some County Treasurers in the State were, and in a few instances remain,
unable to mail the 2004 property tax statements on schedule. Consequently, the collection of the
2004 semi-annual installments of Ad Vaorem Property Taxes from taxpayers has been delayed
in some counties, as has the distribution of the Township Assessors collections of such Ad
Vaorem Property Taxes to taxing units. The existence and duration of such delays are expected
to vary in each of those Counties and are subject to a number of factors including the duration of
the processing time necessary to complete the property tax assessment and collection process at
the Offices of the County Assessors, the County Auditors and the County Treasurers and at the
Department of Local Government Finance. Asaresult of these delays, it is anticipated that some
Counties will be delayed in mailing the 2005 property tax statements. However, notwithstanding
any such delay, it is anticipated that all such property taxes will be collected by December 31,
2005.

RISK FACTORS

Purchasers of the Series A Notes are advised of certain risk factors with respect to the
payment of the Series A Warrants by the Qualified Entities, and payment of the Series A Notes
at maturity. This discussion is not intended to be all-inclusive, and other risks may aso be
present.

The ability of the Bond Bank to pay principal of, and interest on, the Series A Notes
depends primarily upon the receipt by the Bond Bank of payments pursuant to the Series A
Warrants, including interest at the rates provided therein, from all Qualified Entities participating
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in the Program which are obligated to make such payments to the Bond Bank, together with
earnings on the amounts in the Series A Funds and Series A Accounts sufficient to make such
payments. The Bond Bank will not maintain a debt service reserve for the Series A Notes and the
provisions of Indiana Code 5-1.5-5 do not apply to the Series A Notes. Indiana Code 5-1.5-5
pertains to the requirement that, if there is a deficiency in a debt service reserve fund securing
obligations of the Bond Bank, the Chairman of the Bond Bank must certify the amount of such a
deficiency to the Indiana General Assembly for its consideration on whether to appropriate funds
to restore the debt service reserve fund to its requirement.

Except for the Credit Facility, there is no source of funds available to make up for any
deficiencies in the event of one or more defaults by one or more Qualified Entities in such
payments on the Series A Warrants. There can be no representation or assurance that al of the
Qualified Entities participating in the Program will receive sufficient taxes or other revenues or
otherwise have sufficient funds available to make their required payments on the Series A
Warrants. The receipt of such revenues by any Qualified Entity is subject to, among other
things, future economic conditions, actions by creditors, delays in tax collections as a result of
reassessment and other conditions which are variable and not certain of prediction. For a
description of procedures for providing for the payment of Series A Warrants, see the captions
“SECURITY AND SOURCES OF PAYMENT FOR THE SERIES A NOTES — Provisions for
Payment of the Series A Warrants,” “— Procedures for Property Assessment, Tax Levy and
Collection” and “THE PROGRAM”. For a more detailed discussion of risk factors relating to
specific Qualified Entities including see “SUMMARY OF INFORMATION REGARDING THE
QUALIFIED ENTITIES’ in Appendix A.

Reassessment was not completed in time to allow for the collection in 2004 of al of the
property taxes for some of the counties in which Qualified Entities are located. As aresult, the
receipt of property taxes to be collected in 2005 on the regular May 10 and November 10
installment payment dates by Qualified Entities in those counties may be delayed. However,
notwithstanding any such delay, it is anticipated that all such property taxes will be collected by
December 31, 2005.

To the extent the Trustee does not have sufficient funds on deposit under the Indenture to
pay the entire amount of interest and principal coming due on the Series A Notes (as a result of
the nonpayment or late payment on Series A Warrants and/or any deficiency in investment
earnings corresponding thereto), the Trustee is directed to request payment from the Bank, up to
the Maximum Available Credit, under the Credit Facility. See “SECURITY AND SOURCES
OF PAYMENT FOR THE SERIES A NOTES — Credit Facility.” The Maximum Available
Credit under the Credit Facility is less than the aggregate principal and interest payments that
will be due on the Series A Notes, and thus there can be no assurance that amounts available
under the Credit Facility will be sufficient to fund deficiencies and make debt service payments
on al Series A Notesin full on atimely basis in the event of one or more defaults by Qualified
Entities in making payments on the Series A Warrants. See “SECURITY AND SOURCES OF
PAYMENT FOR THE SERIES A NOTES — Credit Facility.” In the event there are not
sufficient funds available to pay debt service on all Series A Notes in full on a timely basis,
available funds would be paid on a pro rata basis to the holders of the Series A Notes. See
“SUMMARY OF CERTAIN PROVISIONS OF THE INDENTURE” in Appendix E.
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The ability of the Bank to honor a request for payment on the Credit Facility will be a
function of its solvency at the time of such request for payment. See Appendix D for a discussion
of the Bank and financial information related to the Bank. In the event that the Bank does not
honor the request for payment on the Credit Facility or an event of default occurs under the
Credit Facility Agreement and results in the termination of the Credit Facility, as defined and
described in the Credit Facility Agreement, the rating on the Series A Notes could be revised
downward or withdrawn entirely.

It is expected that the Bond Bank will invest the payments of the principal of and interest
on the Series A Warrants in an Investment Agreement with the Financial Institution providing
for a fixed rate of return expected to produce the investment earnings. The Bond Bank will
require the Financial Institution to be rated at least “Aa3” by Moody’s and “AA-" by S&P. Full
payment of principal of and interest on the Series A Notes is dependent upon investment
earnings being paid pursuant to the Investment Agreement. However, there can be no assurance
that the Financia Institution will be able to return the invested amounts and the investment
earnings on a timely basis or at the rates contemplated under the Investment Agreement.
Moreover, there can be no assurance that the Financia Institution will be able to return the
invested amounts and the investment earnings on a timely basis or at the rates contemplated in
the event of insolvency, bankruptcy or similar deterioration in the financial condition of the
Financial Institution. In the event that the Financia Institution fails to return the invested
amounts or the investment earnings on a timely basis or at the rates contemplated under the
Investment Agreement, the invested amounts and the investment earnings may be unavailable to
pay debt service on the Series A Notes. The Trustee may not request a disbursement by the Bank
under the Credit Facility in the event that the invested amounts or the investment earnings are
unavailable unless such unavailability is due to a late payment or nonpayment on the Series A
Warrants by one or more Qualified Entities.

The remedies available to the Trustee, to the Bond Bank or to the owners of the Series A
Notes upon the occurrence of a Series A Event of Default under the Indenture or under the terms
of any of the Series A Warrants purchased by the Bond Bank and the Agreement related thereto
or the Investment Agreement or the Credit Facility Agreement are in many respects dependent
upon judicial actions which are often subject to discretion and delay. Under existing
constitutional and statutory law and judicial decisions, including specifically Title 11 of the
United States Code (the United States Bankruptcy Code), the remedies provided in the Indenture
and under the Agreements, the Series A Warrants, the Investment Agreement and the Credit
Facility Agreement may not be readily available or may be limited.

DESCRIPTION OF THE SERIESA NOTES
General Description

The Series A Notes will be issued under the Indenture as fully registered notes in the
denomination of $5,000 or any integral multiple thereof. The Series A Notes will mature on
January 26, 2006, in the amount, and will bear interest at the rate per annum, as set forth on the
cover page of this Official Statement, computed on the basis of a 360-day year of twelve 30-day
months. Interest on the Series A Notes will be payable at maturity of such Series A Notes as set
forth on the cover page of this Official Statement (the “Payment Date”).
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When issued, all of the Series A Notes will be registered in the name of and held by Cede
& Co., as nominee for The Depository Trust Company, New York, New York (“DTC").
Purchases of beneficia interests from DTC in the Series A Notes will be made in book-entry
only form (without certificates) in the denomination of $5,000 or any integral multiple thereof.
Purchasers of beneficia interests in the Series A Notes (the “Beneficial Owners’) will not
receive physical delivery of certificates representing their interests in the Series A Notes. So long
asDTC or itsnomineeis the registered owner of the Series A Notes, payments of the principal of
and interest on the Series A Notes will be made directly by the Trustee by wire transfer of funds
to Cede & Co., as nominee for DTC. Disbursement of such payments to the participants of DTC
will be the sole responsibility of DTC, and the ultimate disbursement of such payments to the
Beneficial Owners of the Series A Notes will be the responsibility of the Direct Participants and
the Indirect Participants, as defined herein. See “Book-Entry-Only System” in this section.

The Series A Notes are not subject to redemption prior to maturity.
Book-Entry-Only System

The Depository Trust Company (“DTC”), New York, New York, will act as securities
depository for the Series A Notes. The Series A Notes will be issued as fully-registered
securities registered in the name of Cede & Co. (DTC's partnership nominee) or such other
name as may be requested by an authorized representative of DTC. One fully-registered Series
A Note will be issued for each issue of the Series A Notes, each in the aggregate principa
amount of such issue, and will be deposited with DTC. If, however, the aggregate principal
amount of any issue exceeds $500 million, one Series A Note certificate will be issued with
respect to each $500 million of principal amount, and an additional Series A Note certificate will
be issued with respect to any remaining principal amount of such issue.

DTC, the world's largest depository, is a limited-purpose trust company organized under
the New York Banking Law, a “banking organization” within the meaning of the New Y ork
Banking Law, a member of the Federal Reserve System, a “clearing corporation” within the
meaning of the New York Uniform Commercial Code, and a “clearing agency” registered
pursuant to the provisions of Section 17A of the Securities Exchange Act of 1934. DTC holds
and provides asset servicing for over 2 million issues of U.S. and non-U.S. equity issues,
corporate and municipal debt issues, and money market instruments from over 85 countries that
DTC' s participants (“Direct Participants’) deposit with DTC. DTC also facilitates the post-trade
settlement among Direct Participants of sales and other securities transactions in deposited
securities, through electronic computerized book-entry transfers and pledges between Direct
Participants accounts. This eliminates the need for physical movement of securities certificates.
Direct Participants include both U.S. and non-U.S. securities brokers and dealers, banks, trust
companies, clearing corporations, and certain other organizations. DTC is a wholly-owned
subsidiary of the Depository Trust and Clearing Corporation (“DTCC”). DTCC, in turn, is
owned by a number of Direct Participants of DTC and Members of the National Securities
Clearing Corporation, Government Securities Clearing Corporation, MBS Clearing Corporation,
and Emerging Markets Clearing Corporation (NSCC, GSCC, MBSCC and EMCC, aso
subsidiaries of DTCC), as well as by the New York Stock Exchange, Inc., the American Stock
Exchange LLC, and the National Association of Securities Dealers, Inc. Access to the DTC
system is also available to others such as both U.S. and non-U.S. securities brokers and dealers,
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banks, trust companies and clearing corporations that clear through or maintain a custodial
relationship with a Direct Participant, either directly or indirectly (“Indirect Participants’). DTC
has S&P's highest rating: AAA. The DTC Rules applicable to its Direct and Indirect
Participants are on file with the Securities and Exchange Commission. More information about
DTC can be found at www.dtcc.com.

Purchases of the Series A Notes under the DTC system must be made by or through
Direct Participants, which will receive a credit for the Series A Notes on DTC’s records. The
ownership interest of each actual purchaser of each Series A Note(* Beneficial Owner”) isin turn
to be recorded on the Direct and Indirect Participants records. Beneficial Owners will not
receive written confirmation from DTC of their purchase. Beneficia Owners are, however,
expected to receive written confirmations providing details of the transaction, as well as periodic
statements of their holdings, from the Direct or Indirect Participant through which the Beneficia
Owner entered into the transaction. Transfers of ownership interests in the Series A Notes are to
be accomplished by entries made on the books of Direct and Indirect Participants acting on
behalf of Beneficial Owners. Beneficial Owners will not receive certificates representing their
ownership interests in Series A Notes, except in the event that use of the book-entry system for
the Series A Notes s discontinued.

To facilitate subsequent transfers, all Series A Notes deposited by Participants with DTC
are registered in the name of DTC'’s partnership nominee, Cede & Co., or such other name as
may be requested by an authorized representative of DTC. The deposit of Series A Notes with
DTC and their registration in the name of Cede & Co. or such other DTC nominee do not effect
any change in beneficial ownership. DTC has no knowledge of the actual Beneficial Owners of
the Series A Notes;, DTC's records reflect only the identify of the Direct Participants to whose
accounts such Series A Notes are credited, which may or may not be the Beneficial Owners. The
Direct and Indirect Participants will remain responsible for keeping account of their holdings on
behalf of their customers.

Conveyance of notices and other communications by DTC to Direct Participants, by
Direct Participants to Indirect Participants, and by Direct Participants and Indirect Participants to
Beneficial Owners will be governed by arrangements among them, subject to any statutory or
regulatory requirements as may bein effect from time to time.

Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with
respect to the Series A Notes unless authorized by a Direct Participant in accordance with DTC's
Procedures. Under its usual procedures, DTC mails an Omnibus Proxy to the Bond Bank as
soon as possible after the record date. The Omnibus Proxy assigns Cede & Co.’s consenting or
voting rights to those Direct Participants to whose accounts the Series A Notes are credited on
the record date (identified in alisting attached to the Omnibus Proxy).

Redemption proceeds, distributions, and dividend payments on the Series A Notes will be
made to Cede & Co., or such other nominee as may be requested by an authorized representative
of DTC. DTC's practice is to credit Direct Participants’ accounts upon DTC'’s receipt of funds
and corresponding detail information from the Bond Bank or the Trustee on payable date in
accordance with their respective holdings shown on DTC’s records. Payments by Participants to
Beneficial Owners will be governed by standing instructions and customary practices, as is the
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case with securities held for the accounts of customers in bearer form or registered in “street
name,” and will be the responsibility of such Participant and not of DTC, the Trustee, or the
Bond Bank, subject to any statutory or regulatory requirements as may be in effect from time to
time. Payment of redemption proceeds, distributions, and dividend payments to Cede & Co. (or
such other nominee as may be requested by an authorized representative of DTC) is the
responsibility of the Bond Bank or the Trustee, disbursements of such payments to Direct
Participants will be the responsibility of DTC, and disbursements of such payments to the
Beneficial Owners will be the responsibility of Direct and Indirect Participants.

DTC may discontinue providing its services as depository with respect to the Series A
Notes at any time by giving reasonable notice to the Bond Bank or the Trustee. Under such
circumstances, in the event that a successor depository is not obtained, Series A Note certificates
are required to be printed and delivered.

The Bond Bank may decide to discontinue use of the system of book-entry transfers
through DTC (or a successor securities depository). In that event, Series A Note certificates will
be printed and delivered.

The information in this section concerning DTC and DTC’ s book-entry system has been
obtained from sources that the Bond Bank believes to be reliable, but the Bond Bank takes no
responsibility for the accuracy thereof.

Revision of Book-Entry-Only System

In the event that either (i) the Bond Bank receives notice from DTC to the effect that
DTC is unable or unwilling to discharge its responsibilities as a clearing agency for the Series A
Notes or (ii) the Bond Bank elects to discontinue its use of DTC as a clearing agency for the
Series A Notes, then the Bond Bank and the Trustee will do or perform or cause to be done or
performed all acts or things, not adverse to the rights of the holders of the Series A Notes, as are
necessary or appropriate to discontinue use of DTC as a clearing agency for the Series A Notes,
and to transfer the ownership of each of the Series A Notes, in accordance with the Indenture.
See “Payment of the Series A Notes’ and “Transfer or Exchange of the Series A Notes’ in this
section.

Payment of the Series A Notes

If DTC or its nominee is not the registered owner of the Series A Notes, the principal of
and interest on the Series A Notes is payable to the registered Owner thereof or his assignee
upon maturity at the principal corporate trust office of the Trustee. Payment will be made in such
coin or currency of the United States of America as, at the respective times of payment, is legal
tender for the payment of public and private debts. The Bond Bank may provide for the payment
of principal of and interest on the Series A Notes held by any Noteholder in amounts aggregating
$1,000,000 or more by wire transfer or by such other method as may be acceptable to the Trustee
and such Noteholder.
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Transfer or Exchange of the Series A Notes

Except as provided under “Book-Entry-Only System” in this section, any Series A Note
or Series A Notes may be exchanged for new Series A Notes of the same type at the principal
corporate trust office of the Trustee in accordance with the Indenture. No service charge or
payment will be required to transfer or exchange any Note, but the Bond Bank or the Trustee
may require payment of a sum sufficient to cover any tax, fee or other governmental charge
required to be paid with respect to such transfer or exchange.

APPLICATION OF PROCEEDS

The following tabulation shows the application of proceeds of sale of the Series A
Notes.

Deposit to Series A Warrant Purchase Fund ~ $540,937,767
Deposit to Series A Costs of Issuance Fund® 1,085,316

Total $542,023,083

W Inclusive of the Underwriters discount and the Credit Facility fee.

THE INDIANA BOND BANK

The Bond Bank was created in 1984, and is organized and existing under and by virtue of
the Act as a separate body corporate and politic, constituting an instrumentality of the State for
the public purposes set forth in the Act. The Bond Bank is not an agency of the State, but is
separate from the State in its corporate and sovereign capacity and has no taxing power.

Powers Under the Act

Under the Act, the Bond Bank has a perpetua existence and is granted all powers
necessary, convenient or appropriate to carry out its public and corporate purposes including,
without limitation, the power to do the following:

1. Make, enter into and enforce all contracts necessary, convenient or desirable for
the purposes of the Bond Bank or pertaining to a loan to or a lease or an
agreement with a qualified entity, a purchase, acquisition or a sale of qualified
obligations or other investments or the performance of its duties and execution of
its powers under the Act;

2. Purchase, acquire or hold qualified obligations or other investments for the Bond
Bank’s own account or for a qualified entity at such prices and in a manner as the
Bond Bank considers advisable, and sell or otherwise dispose of the qualified
obligations or investments at prices without relation to cost and in a manner the
Bond Bank considers advisable;
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10.

11.

Fix and establish terms and provisions upon which a purchase or loan will be
made by the Bond Bank;

Prescribe the form of application or procedure required of a qualified entity for a
purchase or loan and enter into agreements with qualified entities with respect to
each purchase or loan;

Render and charge for services to a qualified entity in connection with a public or
private sale of any qualified obligation, including advisory and other services,

Charge a qualified entity for costs and services in review or consideration of a
proposed purchase, regardless of whether a qualified obligation is purchased, and
fix, revise from time to time, charge and collect other program expenses properly
attributable to qualified entities;

To the extent permitted by the indenture or other agreements with the owners of
bonds or notes of the Bond Bank, consent to modification of the rate of interest,
time and payment of installments of principal or interest, security or any other
term of a bond, note, contract or agreement of any kind to which the Bond Bank is
aparty;

Appoint and employ general or special counsel, accountants, financial advisors or
experts, and all such other or different officers, agents and employees as it
requires;

In connection with any purchase, consider the need for and desirability or
eligibility of the qualified obligation to be purchased, the ability of the qualified
entity to secure financing from other sources, the costs of such financing and the
particular public improvement or purpose to be financed or refinanced with the
proceeds of the qualified obligation to be purchased by the Bond Bank;

Temporarily invest moneys available until used for making purchases, in
accordance with the indenture or any other instrument authorizing the issuance of
bonds or notes; and

Issue bonds or notes of the Bond Bank in accordance with the Act bearing fixed
or variable rates of interest in aggregate principal amounts considered necessary
by the Bond Bank to provide funds for any purposes under the Act; provided, that
the total amount of bonds or notes of the Bond Bank outstanding at any one time
may not exceed any aggregate limit imposed by the Act, currently fixed at
$1,000,000,000. Such aggregate limit of $1,000,000,000 does not apply to (i)
bonds or notes issued to fund or refund bonds or notes of the Bond Bank; (ii)
bonds or notes issued for the purpose of purchasing an agreement executed by a
qualified entity under Indiana Code 21-1-5; (iii) bonds, notes, or other obligations
not secured by a reserve fund under Indiana Code 5-1.5-5; and (iv) bonds, notes,
or other obligations if funds and investments, and the anticipated earned interest
on those funds and investments, are irrevocably set aside in amounts sufficient to
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pay the principal, interest, and premium on the bonds, notes, or obligations at
their respective maturities or on the date or dates fixed for redemption.

Under the Act, the Bond Bank may not do any of the following:
1. Lend money other than to a qualified entity;

2. Purchase a security other than a qualified obligation to which a qualified entity is
a party as issuer, borrower or lessee, or make investments other than as permitted
by the Act;

3. Deal in securities within the meaning of or subject to any securities law, securities
exchange law or securities dealers law of the United States, the State or any other
state or jurisdiction, domestic or foreign, except as authorized by the Act;

4, Emit bills of credit or accept deposits of money for time or demand deposit,
administer trusts or engage in any form or manner, or in the conduct of, any
private or commercial banking business or act as a savings bank, savings and loan
association or any other kind of financial institution; or

5. Engage in any form of private or commercial banking business.
Organization and Member ship of the Bond Bank

The membership of the Bond Bank consists of seven Directors: the Treasurer of Stete,
serving as Chairman Ex Officio, the Director of the State Department of Financial Institutions,
appointed by the Governor and serving as Director Ex Officio, and five Directors appointed by
the Governor of the State. Each of the five Directors appointed by the Governor must be a
resident of the State and must have substantial expertise in the buying, selling and trading of
municipa securities or in municipal administration or public facilities management. Each such
Director will serve for a three-year term as set forth below. Upon expiration of such term, a
Director will continue to serve until a successor is appointed and qualified. Each such Director is
also eligible for reappointment and may be removed for cause by the Governor. Any vacancy on
the Board isfilled by appointment of the Governor for the unexpired term only.

The Directors elect one Director to serve as Vice Chairman. The Directors also appoint
and fix the duties and compensation of an Executive Director, who serves as both secretary and
treasurer. The powers of the Bond Bank are vested in the Board of Directors, any four of whom
constitute a quorum. Action may be taken at any meeting of the Board by the affirmative vote of
at least four Directors. A vacancy on the Board does not impair the right of a quorum to exercise
the powers and perform the duties of the Board of Directors of the Bond Bank.
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Directors

The following persons, including those persons with the particular types of experience
required by the Act, comprise the present Board of Directors of the Bond Bank:

Tim Berry, Treasurer of the State of Indiana, February 10, 1999 to present and Chairman
Ex Officio. Residence: Indianapolis, Indiana. Member, Indiana State Board of Finance; Vice-
Chairman, Indiana Housing Finance Authority; Secretary-Investment Manager, Indiana Board
for Depositories;, Member, Governing Board of the Indiana Department of Revenue; Treasurer,
Indiana State Office Building Commission; Treasurer, Indiana Recreational Development
Commission; Trustee, Indiana State Police Pension Fund; Board Member, Indiana
Transportation Finance Authority; Allen County, Indiana Treasurer 1990 to February, 1999.

Charles W. Phillips, Director of the Indiana Department of Financia Institutions, 1989 to
present, and Director Ex Officio, serving at the pleasure of the Governor. Residence: New
Albany, Indiana. Director Ex Officio, Indiana Housing Finance Authority; President, Floyd
County Bank, New Albany, Indiana, 1962 to 1985; Former Examiner, Federal Deposit Insurance
Corporation.

Clark H. Byrum, Vice Chairman; term expired July 1, 2003. Residence: Indianapolis,
Indiana. Chairman of the Board and President, The Key Corporation, Indianapolis, Indiana, 1977
to present; Chairman of the Board, American State Bank of Lawrenceburg, Aurora and
Greendale, Indiana, 1990 to present; Board Member, NCB Corporation and Norcen Bank, 1986
to present; Member, American Bankers Association; Member, Indiana Bankers Association;
Member, National Association of Life Underwriters.

C. Kurt Zorn, Director; term expired July 1, 2003. Residence: Bloomington, Indiana.
Professor of Public and Environmental Affairs, Indiana University, 1994 to present; Chairman,
State Board of Tax Commissioners, January 1991 to August 1994; Associate Professor, School
of Public and Environmenta Affairs, Indiana University, 1987 to 1994 (on leave 1989 to 1992);
Member, American Economic Association; Member, National Tax Association; Member,
Governmental Finance Officers Association.

Russell Breeden, 1ll, Director; term expired July 1, 2003. Residence: Indianapolis,
Indiana. Chairman of the Board and CEO, Community First Financial Group, Inc., 1993 to 2002.
Director, English State Bank, 1993 to present; Chairman, Peoples Trust Bank Company, 1994 to
present; Chairman, Peninsula Banking Group, 1995 to present; Chairman, Bay Cities National
Bank, 1995 to present; Director and President, Bettenhausen Motorsports, Inc., 1988 to present.

Marni McKinney; Director, term expired July 1, 2004. Residence: Indianapolis, Indiana.
Vice President, 1984 to 1999, and Chairman of the Board, 1999 to present, First Indiana Bank;
President and CEO, The Somerset Group, 1995 to 2000; Vice Chairman and Chief Executive
Officer, First Indiana Corporation, 1999 to present; Board of Directors, The Children’s Museum
and Community Hospitals of Indiana, Inc.; Investment Committee Member, The Indianapolis
Foundation.
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Morris H. Mills, Director, term expired July 1, 2003. Residence: Ladoga, Indiana
Partner, Mills Bros. Farms, Member, Indiana State Senate, 1972 to 2000; Member, Indiana State
House of Representatives, 1968 to 1972; Director and Officer, Maplehurst Group, 1954 to 1996.

Although the expiration date of the terms of four Directors is July 1, 2003, and the
expiration date for one Director is July 1, 2004, the Act provides that their terms will not expire
until their successors are appointed and qualified. No such successors have been appointed and
qualified.

The Directors are authorized to appoint and fix the duties and compensation of an
Executive Director, who serves as both secretary and treasurer of the Board of Directors. Dan
Huge was appointed Executive Director of the Indiana Bond Bank on October 9, 2001.
Mr. Huge previously served as the Deputy Director of the Indianapolis Local Public
Improvement Bond Bank for over three years. Mr. Huge has over 19 years of corporate
accounting and managerial experience. He is a Certified Public Accountant and holds a B.S.
from Purdue University.

REVENUES, FUNDS AND ACCOUNTS
Creation of Series A Funds and Series A Accounts

The Indenture establishes the following special trust funds and accounts to be held by the
Trustee:

1. Series A General Fund,
2. Series A Costs of Issuance Fund;
3. Series A Warrant Purchase Fund; and
4. Series A Rebate Fund.
Deposit of Net Proceeds of the Series A Notes
The Trustee will deposit the net proceeds from the sale of the Series A Notes as follows:

1 To the Series A Costs of Issuance Fund, in the amount needed to pay the costs of
issuance of the Series A Notes (other than Underwriters discount) and any
Additional Notes;

2. To the Series A Costs of Issuance Fund to be paid to the Bank, in the amount
needed to pay the fees owed upon issuance of the Credit Facility; and

3. To the Series A Warrant Purchase Fund, the balance of the proceeds of the Series
A Notes available for the purchase of Series A Warrants from Qualified Entities
under the Program.
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The Trustee will deposit the proceeds of any Additional Notes as provided in a Supplemental
Indenture authorizing the issuance of such Additional Notes.

Deposit of Series A Revenues and Other Receipts

The Trustee will deposit al Series A Revenues into the Series A Funds and Series A
Accounts as follows:

1. All payments of principal of and interest on Series A Warrants paid by Qualified
Entities, and all payments, if any, made by the Bank to the Bond Bank pursuant to
the Credit Facility, will be deposited in the Series A General Fund;

2. All income or gain from the investment of moneys (except moneys in the Series A
Rebate Fund), and all other Series A Revenues will be deposited in the Series A
Genera Fund; and

3. All income or gain from the investment of moneys in the Series A Rebate Fund
will remain in the Series A Rebate Fund.

OPERATION OF FUNDS AND ACCOUNTS
Series A Costs of Issuance Fund

Upon issuance of the Series A Notes and receipt of a requisition signed by an Authorized
Officer of the Bond Bank, the Trustee will disburse the amounts held in the Series A Costs of
Issuance Fund for the payment of the expenses of the issuance of the Series A Notes (as well as
the expenses of the issuance of any interim or temporary notes), including, but not limited to,
bond or reserve fund insurance premiums, credit enhancement or credit facility fees, the fees and
expenses of Bond Counsel and general counsel to the Bond Bank, fees and expenses of the
Trustee, the cost of reproducing documents, filing and recording fees, the cost of printing,
execution, authentication, transportation and safekeeping of the Series A Notes (including fees
and expenses in connection with the utilization of a book-entry system for the Series A Notes),
fees and expenses of accountants and professional consultants, fees and expenses of any rating
agencies and all other fees and expenses payable or reimbursable, directly or indirectly, by the
Bond Bank prior to or concurrently with and in connection with the issuance and sale of the
Series A Notes. At such time as an Authorized Officer certifies that all costs of issuance have
been paid, and in any event not later than 180 days following the issuance of the Series A Notes,
the Trustee will transfer any amounts remaining in the Series A Costs of Issuance Fund to the
Series A Genera Fund.

Series A General Fund

The Trustee will disburse amounts in the Series A General Fund as follows and in the
following order of priority:

1 At any time any amounts required to be transferred to the Series A Rebate Fund;
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2. Not later than 12:00 noon, Indianapolis time, on each Payment Date, such
amounts as may be necessary, if any, to pay interest due to be paid on
Outstanding Notes on such Payment Date;

3. Not later than 12:00 noon, Indianapolis time, on each Payment Date, such
amounts as may be necessary, if any, to pay principal due to be paid on
Outstanding Notes on such Payment Date;

4, At such time as may be necessary for the payment of Program Expenses (as
defined in Appendix B-1), but only upon receipt by the Trustee of a requisition
from an Authorized Officer (as defined in Appendix B-1) describing the Program
Expenses, and only to the extent that such Program Expenses, together with all
other Program Expenses paid or payable following the date of the most recent
Cash Flow Certificate (as defined in the Indenture), do not exceed the amount of
such Program Expenses contemplated by such Cash Flow Certificate;

5. At such times as may be required pursuant to the Credit Facility Agreement, to
the Bank such amounts as may be necessary to pay amounts, if any, due under the
Credit Facility Agreement; provided that such payments shall be made only after
amounts then due and owing to Noteholders (other than the Bank) have been
made; and

6. At such times as the Bond Bank may determine, after making all the transfers
required and on submission by the Bond Bank of a Cash Flow Certificate giving
effect to such transfer, to any Series A Fund or Series A Account or other fund or
account of the Bond Bank in the discretion of the Bond Bank.

If the amount on deposit in the Series A General Fund at 9:00 am., Indianapolis time, on
any Payment Date is insufficient to pay the entire amount of interest and principal due on
Outstanding Notes on such Payment Date (as a result of the nonpayment or late payment on
Series A Warrants and/or deficiency in or nonpayment of investment earnings corresponding
thereto), then, no later than 10:00 am., Indianapolis time, on such Payment Date, the Trustee
will request payment from the Bank under the Credit Facility Agreement, and such amounts will
be deposited into the Series A General Fund and immediately used, first for the payment of
interest due on the Outstanding Notes and second for the payment of principal due on the
Outstanding Notes.

Series A Warrant Purchase Fund

The Trustee will disburse the funds held in the Series A Warrant Purchase Fund to
purchase the Series A Warrants from the Qualified Entities upon submission of a requisition of
the Bond Bank signed by an Authorized Officer stating that all requirements for the purchase of
the Series A Warrants set forth in the Indenture and in the Agreement have been met. A
Qualified Entity may, at its option, receive payment from the Bond Bank for the purchase of the
Qualified Entity’s Series A Warrant on an installment basis instead of receiving a lump sum
payment. The initial payment installment for any Series A Warrant purchased will be made on
January 30, 2005 and will be at least $50,000 unless otherwise consented to by the Bond Bank.
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The Trustee will not make any future installment advance with respect to any Series A Warrant
that has not been disbursed in full on the date that such Series A Warrant is purchased until such
time as the Trustee has received a Request for an Installment Notice in the form required by the
applicable Series A Warrant Purchase Agreement approved by the Bond Bank. Such subsequent
installments will be made on the first Business Day of each month through and including May
2005. Notwithstanding the foregoing, if the full principal amount of any Series A Warrant has
not been disbursed to any Qualified Entity prior to the first Business Day of May 2005, then a
final payment installment shall be made by the Trustee to such Qualified Entity in an amount,
which, together with all prior payment installments made with respect to such Series A Warrant,
aggregate the principal amount of each Series A Warrant purchased by the Bond Bank from such
Qualified Entity. See “SUMMARY OF CERTAIN PROVISIONS OF THE INDENTURE” and
“SUMMARY OF CERTAIN PROVISIONS OF THE WARRANT PURCHASE
AGREEMENTS’ in Appendix E. After purchase of all of the Series A Warrants, any excess
amounts held in the Series A Warrant Purchase Fund will be transferred to the Series A General
Fund which transfer will not be later than December 31, 2005.

Series A Rebate Fund

Upon the direction of the Bond Bank, the Trustee will deposit amounts for the benefit of
the Bond Bank from the Series A General Fund into the Series A Rebate Fund. All income from
investments of moneys held in the Series A Rebate Fund will be deposited into the Series A
Rebate Fund. In the event and to the extent that amounts in the Series A Rebate Fund exceed
amounts required to be rebated to the United States of America, the Trustee will transfer such
excess amounts to the Series A General Fund upon direction of the Bond Bank. Not later than 60
days after the final maturity date of the Series A Notes, and upon the written request of the Bond
Bank, the Trustee will pay the United States of America the amounts directed by the Bond Bank
at the location specified in such direction and with the reports, forms and documentation
provided by the Bond Bank.

Amounts Remaining in Series A Funds

Any amounts remaining in any Series A Fund or Series A Account after full payment of
al of the Series A Notes outstanding under the Indenture, al required rebate payments to the
United States of America and the fees, charges and expenses of the Trustee and the Bank will be
distributed to the Bond Bank.

[ nvestment of Series A Funds

Moneys held as a part of any Series A Fund or Series A Account under the Indenture,
including without limitation the Series A Rebate Fund, will be invested and reinvested at all
times as fully as reasonably possible by the Trustee in investments defined to be Investment
Securities under the Indenture and in accordance with the provisions of the Act and the terms and
conditions of the Indenture.

The Bond Bank shall direct the Trustee (with such direction to be confirmed in writing)
in the investment of such moneys. The Bond Bank will so direct the Trustee, and the Bond Bank
will make all such investments of moneys under the Indenture, in accordance with prudent
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investment standards reasonably expected to produce the greatest investment yields while
seeking to preserve principal and to avoid causing any of the Series A Notes to become arbitrage
bonds under the Code. The Bond Bank has directed the Trustee to invest al moneys held in the
Series A General Fund relating to the Series A Notes pursuant to the provisions of the
Investment Agreement.

All investments will be a part of the Series A Fund or Series A Account from which
moneys were used to acquire such investments, and all income and profits on such investments
(other than from amounts on deposit in the Series A Rebate Fund or any Series A Account
created thereunder) will be deposited as received in the Series A General Fund. Any investment
losses will be charged to the Series A Fund or Series A Account from which moneys were
employed to invest in the Investment Security, and the Trustee will not be liable for any
investment losses so long as the Trustee complies with the provisions of the Indenture. Moneys
in any Series A Fund or Series A Account will be invested in Investment Securities with maturity
dates (or redemption dates determinable at the option of the owner of such Investment Securities)
coinciding as nearly as practicable with the times at which moneys in such Series A Funds or
Series A Accounts will be required for transfer or disbursement under the Indenture. The Trustee
will sell and reduce to cash at the best price reasonably obtainable sufficient amounts of such
Investment Securities in the respective Series A Fund or Series A Account as may be necessary
to make up a deficiency in any amounts contemplated to be disbursed from such Series A Fund
or Series A Account.

Obligations purchased as investments of moneys in any Series A Fund or Series A
Account with a stated maturity of less than two years will be valued at cost, including paid
accrued interest and unamortized debt discount. Other such obligations will be valued at the cost,
including accrued interest paid and unamortized debt discount, or market value thereof,
whichever islower, exclusive of earned accrued interest.

The Bond Bank certifies to the owners of the Series A Notes outstanding, that amounts
on deposit in any Series A Fund or Series A Account in connection with the Series A Notes,
regardless of whether such amounts are derived from the proceeds of Series A Notes or any other
source, are not intended to be used in a manner which will cause the interest on the Series A
Notes to lose its excludability from gross income for federal income tax purposes.

THE SERIESA NOTESASLEGAL INVESTMENTS

Under the Act all financial institutions, investment companies, insurance companies,
insurance associations, executors, administrators, guardians, trustees and other fiduciaries in the
State may legally invest sinking funds, money or other funds belonging to or within the control
of such fiduciaries in the bonds and notes of the Bond Bank issued under the Act.

LITIGATION
Bond Bank

Thereis not now pending or, to the Bond Bank’ s knowledge, threatened any litigation (1)
restraining or enjoining the issuance, sale, execution or delivery of the Series A Notes, (2)
prohibiting the Bond Bank from purchasing the Series A Warrants with the proceeds of such



Series A Notes, (3) in any way contesting or affecting the validity of the Series A Notes or (4)
restraining or enjoining any proceedings of the Bond Bank taken with respect to the issuance or
sale thereof or the pledge or application of any moneys or security provided for the payment of
the Series A Notes. Neither the creation, organization or existence of the Bond Bank nor thetitle
of any of the present Directors or other officers of the Bond Bank to their respective offices is
being contested.

Qualified Entities

Upon the issuance of the Series A Warrants, the Bond Bank will receive a certification
from each Qualified Entity described in Appendix A to the effect that there is not now pending
or, to the best knowledge of such Qualified Entity, threatened any litigation restraining or
enjoining (i) the execution of the Series A Warrants or the Agreements or (ii) any proceedings of
such Qualified Entity taken with respect to the Series A Warrants or the pledge or application of
any moneys or security provided for the payment of the Series A Warrants, or in any way
contesting or affecting the validity of the Series A Warrants or the Agreements.

TAX MATTERS

In the opinion of Barnes & Thornburg LLP, Indianapolis, Indiana, Bond Counsel, under
existing laws, interest on the Series A Notes is excludable from gross income for federal income
tax purposes under Section 103 of the Internal Revenue Code of 1986, as amended and in effect
on the date of issuance of the Series A Notes (the “Code”). The opinion of Barnes & Thornburg
LLP is based on certain certifications, covenants and representations of the Bond Bank and the
Qualified Entities issuing the Series A Warrants and is conditioned on continuing compliance
therewith. In the opinion of Barnes & Thornburg LLP, Indianapolis, Indiana, Bond Counsel,
under existing laws, interest on the Series A Notes is exempt from income taxation in the State
for al purposes except the State financial institutions tax. See Appendix C for the form of
opinion of Bond Counsel.

The Code imposes certain requirements which must be met subsequent to the issuance of
the Series A Notes as a condition to the exclusion from gross income of interest on the Series A
Notes for federal income tax purposes. Noncompliance with such requirements may cause
interest on the Series A Notes to be included in gross income for federal income tax purposes
retroactively to the date of issue, regardless of the date on which noncompliance occurs. Should
the Series A Notes bear interest that is not excludable from gross income for federal income tax
purposes, the market value of the Series A Notes would be materially and adversely affected. It
is not an event of default if interest on the Series A Notes is not excludable from gross income
for federal income tax purposes pursuant to any provision of the Code which is not in effect on
the date of issuance of the Series A Notes.

The interest on the Series A Notes is not a specific preference item for purposes of the
federal individual or corporate aternative minimum taxes. However, interest on the Series A
Notes is taken into account in determining adjusted current earnings for the purpose of
computing the alternative minimum tax imposed on certain corporations.
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The Series A Notes are not “qualified tax-exempt obligations’ for purposes of Section
265(b)(3) of the Code.

Indiana Code 6-5.5 imposes a franchise tax on certain taxpayers (as defined in
Indiana Code 6-5.5) which, in general, include al corporations which are transacting the
business of a financia institution in the State. The franchise tax is measured in part by interest
excluded from gross income under Section 103 of the Code minus associated expenses
disallowed under Section 265 of the Code.

Although Bond Counsel will render an opinion that interest on the Series A Notes is
excludable from gross income for federal income tax purposes and exempt from State income
tax, the accrual or receipt of interest on the Series A Notes may otherwise affect an owner’s
federa or state tax liability. The nature and extent of these other tax consequences will depend
upon the owner’s particular tax status and the owner’ s other items of income or deduction. Bond
Counsel expresses no opinion regarding any other such tax consequences. Prospective
purchasers of the Series A Notes should consult their own tax advisors with regard to the other
tax consequences of owning the Series A Notes.

The foregoing does not purport to be a comprehensive description of al of the tax
consequences of owning the Series A Notes. Prospective purchasers of the Series A Notes
should consult their own tax advisors with respect to the foregoing and other tax consequences of
owning the Series A Notes.

AMORTIZABLE BOND PREMIUM

Theinitia public offering price of the Series A Notes is greater than the principal amount
payable at maturity. As a result, the Series A Notes will be considered to be issued with
amortizable bond premium (the “Bond Premium”). An owner who acquires a Series A Note in
the initial public offering will be required to adjust the owner’s basis in the Series A Note
downward as a result of the amortization of the Bond Premium, pursuant to Section 1016(a)(5)
of the Code. Such adjusted tax basis will be used to determine taxable gain or loss upon the
disposition of the Series A Notes (including sale or payment at maturity). The amount of
amortizable Bond Premium will be computed on the basis of the taxpayer's yield to maturity.
Rules for determining (i) the amount of amortizable Bond Premium and (ii) the amount
amortizable in a particular year are set forth in Section 171(b) of the Code. No income tax
deduction for the amount of amortizable Bond Premium will be allowed pursuant to Section
171(a)(2) of the Code, but amortization of Bond Premium may be taken into account as a
reduction in the amount of tax-exempt income for purposes of determining other tax
consequences of owning the Series A Notes. Owners of the Series A Notes should consult their
tax advisors with respect to the precise determination for federal income tax purposes of the
treatment of Bond Premium upon the sale or other disposition of such Series A Notes and with
respect to the state and local tax consequences of owning and disposing of the Series A Notes.

Special rules governing the treatment of Bond Premium, which are applicable to dealers
in tax-exempt securities, are found at Section 75 of the Code. Dealers in tax-exempt securities
are urged to consult their own tax advisors concerning the treatment of Bond Premium.
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LEGAL MATTERS

Certain legal matters incident to the authorization and issuance of the Series A Notes by
the Bond Bank are subject to the approval of Barnes & Thornburg LLP, Indianapolis, Indiana,
Bond Counsel, whose approving opinion will be delivered with the Series A Notes. Bond
Counsel will render a further opinion that representatives of such firm have reviewed the
information contained under the captions, “INTRODUCTION” (other than information under the
headings “The Bond Bank” and “The Official Statement; Additiona Information”),
“SECURITY AND SOURCES OF PAYMENT FOR THE SERIES A NOTES’ (other than
information under the headings “Provisions for Payment of the Series A Warrants,” “Credit
Facility” and “The Investment Agreement”), “DESCRIPTION OF THE SERIES A NOTES’
(other than information under the heading “Book-Entry-Only System”),” REVENUES, FUNDS
AND ACCOUNTS,” “OPERATION OF FUNDS AND ACCOUNTS,” “TAX MATTERS’ and
“SUMMARY OF CERTAIN PROVISIONS OF THE INDENTURE” in Appendix E, in
Appendix B-1 and in Appendix C of this Official Statement, insofar as they purport to
summarize certain provisions of the Act, the Series A Notes and the Indenture, present a fair
summary of such provisions. Bond Counsel has not undertaken to review the accuracy or
completeness of statements under any other heading of this Official Statement, and expresses no
opinion thereon and assumes no responsibility in connection therewith. Certain legal matters
will be passed upon for the Bond Bank by its counsel, Baker & Daniels, Indianapolis, Indiana.
Certain legal matters will be passed upon for the Underwriters by their counsel, Mayer, Brown,
Rowe & Maw LLP, Chicago, Illinois, and for the Bank, by its counsel, Emmet, Marvin &
Martin, LLP, New York, New Y ork.

Bingham McHae LLP, Indianapolis, Indiana serves as bond counsel to the Qualified
Entities in connection with the issuance and sale of the Series A Warrants to the Bond Bank and
will be passing on certain legal mattersin connection therewith.

The remedies available to the Trustee, to the Bond Bank or to the owners of the Series A
Notes upon a Series A Event of Default under the Indenture, under the terms of any of the Series
A Warrants purchased by the Bond Bank, under the terms of any Agreement or under the terms
of the Investment Agreement or the Credit Facility Agreement are in many respects dependent
upon judicial actions which are often subject to discretion and delay. Under existing
constitutional and statutory law and judicial decisions, including specifically Title 11 of the
United States Code (the United States Bankruptcy Code), the remedies provided in the Indenture
and under the Series A Warrants, the Agreements, the Investment Agreement or the Credit
Facility Agreement may not be readily available or may be limited. The various legal opinions
to be delivered concurrently with the delivery of the Series A Notes will be qualified as to the
enforceability of the various legal instruments by limitations imposed by bankruptcy,
reorganization, insolvency or other similar laws affecting the rights of creditors generally
(regardless of whether such enforceability is considered in a proceeding in equity or in law), by
general principles of equity (regardless of whether such proceeding is considered in a proceeding
in equity or at law) and by the valid exercise of the constitutional powers of the State and the
United States of America. These exceptions would encompass any exercise of any of the
Qualified Entity’s police powers in a manner consistent with the public health and welfare.
Enforceability of the Indenture, the Series A Warrants or the Agreements in situations where
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such enforcement may adversely affect public health and welfare may be subject to the police
powers of the State or any of the Qualified Entities.

RATINGS

Moody’s and S&P have assigned ratings of “MIG-1" and “SP-1+" respectively, to the
Series A Notes. These ratings reflect only the view of Moody’s and S&P and an explanation
thereof may be obtained from Moody’s at 99 Church Street, New York, New York 10007 and
from S&P at 55 Water Street, New York, New York 10041. None of such ratings is a
recommendation to buy, sell or hold the Series A Notes. There is no assurance that such ratings
will remain in effect for any given period of time or that any of such ratings will not be lowered
or withdrawn entirely by Moody’s or S&P if, in their judgment, circumstances so warrant. Any
such downward revision or withdrawal of the ratings may have an adverse effect upon the
market price or marketability of the Series A Notes.

UNDERWRITING

Under a contract of purchase entered into between the Underwriters listed on the cover
page of this Official Statement and the Bond Bank, the Series A Notes are being purchased by
the Underwriters for reoffering at an aggregate purchase price of $541,620,295.50. The purchase
price reflects the original principal amount of the Series A Notes, $537,050,000.00, together with
an original issue premium of $4,973,083.00, less an Underwriters discount of $402,787.50. The
contract of purchase provides that the Underwriters will purchase all of the Series A Notesif any
are purchased. The obligations of the Bond Bank to deliver the Series A Notes and of the
Underwriters to accept delivery of the Series A Notes are subject to various conditions contained
in the contract of purchase.

The Underwriters have agreed to make an initial public offering of all of the Series A
Notes at yields not less than the yields set forth on the cover page of this Official Statement. The
Underwriters may offer and sell the Series A Notes to certain dealers (including dealers
depositing the Series A Notes into investment trusts) at prices lower than the initial public
offering prices reflected on the cover page of this Official Statement.

CONTINUING DISCLOSURE
General

Pursuant to the terms of the Indiana Bond Bank Continuing Disclosure Agreement, the
Bond Bank, while the Series A Notes are outstanding (unless the Series A Notes are defeased),
has agreed to provide to each nationally recognized municipal securities information repository
(“NRMSIR”"), or to the Municipal Securities Rulemaking Board, and to the Indiana State
Information Depository then in existence, if any (the “State Depository”), the following event
notices with respect to the Series A Notes, if material, and in atimely manner:

1) principal and interest payment delinquencies;

2) non-payment related defaullts,

3) unscheduled draws on debt service reserves reflecting financial difficulties;
4) unscheduled draws on credit enhancements reflecting financia difficulties;
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5) substitution of credit or liquidity providers, or their failure to perform;

6) adverse tax opinions or events affecting the tax-exempt status of the security;

7) modifications to rights of security holders:

8) Series A Note calls;

9) defeasances,

10) release, substitution or sale of property securing repayment of the securities; and
11)  rating changes.

Each Qualified Entity, while the Series A Notes are outstanding or until its Series A
Warrants are legally defeased, redeemed or paid in full, has agreed to provide to the Bond Bank
the preceding event notices with respect to its Series A Warrants if material, and in a timely
manner. The disclosure obligations of the Bond Bank and each of the Qualified Entities are
referenced as the “ Undertakings.”

Remedy

The purpose of the Undertakings is to enable the Underwriters to purchase the Series A
Notes in satisfaction of Rule 15¢2-12(b)(5) adopted by the Securities and Exchange Commission
under the Securities Exchange Act of 1934, as amended (the “Rule’). The Undertakings are
solely for the benefit of the holders and Beneficial Owners of the Series A Notes. The sole
remedy against the Bond Bank or any Qualified Entity for any failure to carry out any provision
of the Undertakings shall be for specific performance of the Bond Bank’s or such Qualified
Entity’ s disclosure obligations under the Undertakings. The Trustee may (and, at the request of
the holders of at least 25% in aggregate principal amount of Outstanding Notes, shall), or any
holder or Beneficial Owner of the Series A Notes, may seek a mandate or specific performance
by court order, to cause the Bond Bank or Qualified Entity to comply with its obligations under
the Undertakings. For the purposes of this section only, “Beneficial Owner” means any person
which (@) has the power, directly or indirectly, to vote or consent with respect to, or to dispose of
ownership of, any Series A Notes (including persons holding any Series A Notes through
nominees, depositories or other intermediaries) or (b) is treated as the owner of any Series A
Note for federal income tax purposes.

Failure on the part of the Bond Bank or any Qualified Entity to honor its Undertaking
shall not constitute a breach or default under the Series A Notes, the Indenture, the Series A
Warrants or any other agreement to which the Bond Bank or the Qualified Entity is a party.

M odification of Undertakings

The Bond Bank, the Trustee and any Qualified Entity may, from time to time, amend any
provision of the Undertakings without the consent of the holders or Beneficial Owners of the
Series A Notes if: (a) such amendment (if related to certain provisions of the Undertakings) is
made in connection with a change in circumstances that arises from a change in lega
requirements, change in law or change in the identity, nature or status of the Bond Bank or any
Qualified Entity or type of business conducted, (b) the respective Undertaking, as so amended,
would, in the opinion of nationally recognized bond counsel, have complied with the
requirements of the Rule on the date of execution thereof, after taking into account any
amendments or interpretations of the Rule, as well as any change in circumstances, and (c) such
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amendment either (i) is approved by the holders of the Series A Notes in the same manner as
provided in the Indenture for amendments to the Indenture with the consent of holders or (ii) in
the opinion of nationally recognized bond counsel, does not materially impair the interests of the
holders or Beneficial Owners of the Series A Notes.

Copies of the Undertakings are available from the Bond Bank upon request.
Compliance with Previous Undertakings

In the previous five years, the Bond Bank and each of the Qualified Entities has never
failed to comply, in all material respects, with any previous undertakings in a written contract or
agreement that any of them entered into pursuant to subsection (b)(5) of the Rule.

MISCELLANEOUS

The Bond Bank's offices are located at 2980 Market Tower, 10 West Market Street,
Indianapolis, Indiana 46204, telephone (317) 233-0888.

All quotations from, and summaries and explanations of, the Act, the Indenture, the
Credit Facility Agreement and the Agreements contained in this Officia Statement do not
purport to be complete and reference is made to each such document or instrument for full and
complete statements of its provisions. The attached Appendices are an integral part of this
Official Statement and must be read together with all of the foregoing statements. Copies in a
reasonable quantity of the Act, the Indenture, the form of Agreement, the Credit Facility
Agreement and the supplemental materials furnished to the Bond Bank by the Qualified Entities
may be obtained upon request directed to the Bond Bank.

It is the Bond Bank’s current policy to provide its financial statements to the holders of
its obligations, including the Series A Notes, upon written request. In addition, certain other
information concerning the Bond Bank is available to the Trustee and holders of the Series A
Notes pursuant to the Indenture.

Neither any advertisement of the Series A Notes nor this Officia Statement is to be
construed as constituting an agreement with the purchasers of the Series A Notes. So far as any
statements are made in this Officia Statement involving matters of opinion, whether or not
expressly so stated, they are intended merely as such and not as representations of fact.

This Official Statement has been duly approved, executed and delivered by the Bond
Bank.

INDIANA BOND BANK

By:_ /d Tim Berry
Chairman Ex Officio
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THE QUALIFIED ENTITIES

APPENDIX A

The proceeds of the Notes are anticipated to be used by the Trustee on behalf of the Bond Bank
to purchase Warrants from the respective Qualified Entities set forth in this Appendix A. As of
the date of the issuance of the Notes, such Qualified Entities will have entered into warrant
purchase agreements with the Bond Bank. The Bond Bank may also use the proceeds of the
Notes to purchase Warrants from other Qualified Entities or in additional amounts from
Qualified Entities participating in the Program if for any reason a Qualified Entity described in
this Appendix A does not participate, either in whole or in part, in the Program.

The following Qualified Entities, as further described below, have a taxpayer or industry
group of taxpayers that in the aggregate comprise 10% or more of Assessed Valuation of the

Qualified Entity:

Qualified Entity

PORTER COUNTY QUALIFIED ENTITY
Portage Township Schools
City of Portage

OTHER QUALIFIED ENTITIES

Attica Consolidated School Corporation
Crawfordsville Community School Corporation
DeKalb County Eastern Community School District
East Gibson School Corporation

Fayette County School Corporation

Kankakee Valley School Corporation
Kokomo-Center Township Consolidated School Corporation
Lawrenceburg Community School Corporation
Madison Consolidated Schools

Marion Community Schools

MSD of Mt. Vernon

MSD of Warren Township

North Gibson School Corporation

Randolph Southern School Corporation
Shenandoah School Corporation

South Central Community School Corporation
Switzerland County School Corporation
Warrick County School Corporation

Clinton Public Library

Speedway Public Library

City of Marion

Decatur Township

A-1

Total Warrants
as a Percentage of
Total Borrowing

1.14%
72

21
77
.60
.08
37
.78
.79
1.21
73
1.45
74
1.75
.34
.07
.07
16
.03
1.45
.02
.01
.84
12



APPENDIX A
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PORTER COUNTY QUALIFIED ENTITIES

Porter County is located in northwest Indiana adjacent to Lake Michigan. The northern
portion of the County serves as a multi-modal transportation network and includes the
Port of Indiana, the Chicago South Bend & South Shore Railroad, the Indiana Toll Road
and other major interstate highways. It is also a high-density industrial area and
includes several steel producers and processors.

Bethlehem Steel filed for protection under Title 11 of the United States Code (the United
States Bankruptcy Code) on October 15, 2001. On November 8, 2001, Bethlehem Steel
announced that it had notified Porter County that it would not make the semi-annual
property tax payment due November 13, 2001 and that it did not expect to pay its
property taxes due in 2002. In December 2001, the Indiana State Board of Finance
authorized a $3 million, three-year loan to the civil taxing units affected by the non-
payment by Bethlehem of its property tax payment due November 13, 2001. The loans
were made in proportion to the amount each taxing unit was to receive from the
scheduled payment. Additional loans were made in 2002 from the Counter-Cyclical
Revenue and Economic Stabilization Fund, which is more commonly known as the
Rainy Day Fund. The funds were used to repay this original loan and to provide
additional assistance to Porter County, certain civil taxing units and school corporations.

On March 13, 2003, Bethlehem Steel signed an asset purchase agreement to sell
substantially all of its assets to International Steel Group (ISG). At that time, neither
Bethlehem Steel nor ISG were required to pay any property taxes in 2003 or 2004. The
terms of the sale were approved by the bankruptcy court on April 22, 2003. The sale was
completed in May 2003. On December 31, 2003, Bethlehem Steel was officially dissolved,
in accordance with a plan of dissolution filed by the company September 10 and
approved by the U.S. Bankruptcy Court for the Southern District of New York on
October 22, 2003.

ISG and local taxing units made an agreement that ISG would make a payment in lieu of
taxes (PILOT) to the units most dependent upon Bethlehem Steel. The agreement states
that ISG’s PILOT payments would be based on the taxes owed on the steel mill’s real
property based on the tax rates in 2003 and 2004. As of December 31, 2004, ISG had paid
only one of the four payments outlined in the agreement. ISG is disputing the PILOT
amount because of the effects of reassessment.

In October 2004, ISG announced a proposed merger with Mittal Steel Company N.V.
The Netherlands-based Ispat International agreed to acquire the Dutch Antilles-based
LNM Holdings. Following completion of the transaction, the company will be renamed
Mittal Steel Company N.V.

On March 6, 2002, National Steel Corporation filed for protection under Title 11 of the
United States Code (the United States Bankruptcy Code). The Midwest Operations of its
Regional Division are located in the City of Portage. On January 9, 2003, National Steel
Corporation announced it had signed an asset purchase agreement with U. S. Steel
Corporation for the sale of substantially all of National Steel’s steel making and finishing
assets. On April 21, 2003, the bankruptcy court approved the sale of substantially all of
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National Steel’s steel making assets and iron ore pellet operations to U.S. Steel
Corporation. The acquisition was completed on May 20, 2003.

Portage Township Schools - Three steel related companies jointly comprise 13% of the
Assessed Valuation of Portage Township Schools (U.S. Steel Corporation - 8%, Beta
Steel 4% and Steel Technologies - 1%).

City of Portage -Four steel related companies jointly comprise 17% of the Assessed
Valuation of the City of Portage (U.S. Steel Corporation - 10%, Beta Steel Corporation -
5%, Central Coal Processing - 1% and Feralloy Corp 1%).

A portion of the ISG plant is located in Portage Township School’s and the City of
Portage’s taxing districts; however, the Assessed Valuation of ISG is immaterial to the
total Assessed Valuations of each Qualified Entity.

OTHER QUALIFIED ENTITIES

Attica Consolidated School Corporation - Attica Consolidated School Corporation is located
in Fountain County in west central Indiana. Two steel producers (Harrison Steel - 11%
and Myers Steel - 1%) jointly comprise 12% of the Assessed Valuation of the Attica
Consolidated School Corporation.

Crawfordsville Community School Corporation - Crawfordsville Community School
Corporation is located in Montgomery County in central Indiana about 40 miles west of
Indianapolis. The largest taxpayer in the School District is a bookbinding company (R.R.
Donnelley) which comprises 11% of the Assessed Valuation of the Crawfordsville
Community School Corporation.

DeKalb County Eastern Community School District - DeKalb County Eastern Community
School District is located in northeastern Indiana about 25 miles northeast of Fort
Wayne, Indiana. Six steel producers (Steel Dynamics Incorporated - 12%, HS Processing
- 3%, New Millennium - 2%, Paragon Steel - 1% and New Process Steel - 1%) jointly
comprise 19% of the Assessed Valuation of DeKalb County Eastern Community School
District.

East Gibson School Corporation - East Gibson School Corporation is located in Gibson
County in southwest Indiana north of Evansville. Two coal producers (Black Beauty
Coal Company - 10% and United Minerals - 4%) jointly comprise 14% of the Assessed
Valuation of the East Gibson School Corporation.

Fayette County School Corporation - The Fayette County School Corporation is located in
Fayette County in east central Indiana about 70 miles east of Indianapolis. The largest
taxpayer in the School District is an automotive components manufacturer (Visteon)
which comprises 14% of the Assessed Valuation of the Fayette County School
Corporation.

Kankakee Valley School Corporation - Kankakee Valley School Corporation is located in
Jasper County in northwest Indiana. The largest taxpayer in the School District is a

A-3



APPENDIX A
(Continued)

utility (Northern Indiana Public Service Company) which comprises 36% of the
Assessed Valuation of the Kankakee Valley School Corporation.

Kokomo—-Center Township Consolidated School Corporation - The Kokomo-Center Township
Consolidated School Corporation is located in Howard County in north central Indiana
about 40 miles north of Indianapolis. The largest taxpayers in the School District are two
automotive companies (Delphi Delco Electronics - 10% and Daimler Chrysler
Corporation - 20%) that jointly comprise 30% of the Assessed Valuation of the Kokomo-
Center Township Consolidated School Corporation.

Lawrenceburg Community School Corporation - The Lawrenceburg Community School
Corporation is located in Dearborn County in southeast Indiana near Cincinnati, Ohio.
The largest taxpayer in the School District (American Electric Power Company, a utility)
comprises 17% of the Assessed Valuation of the Lawrenceburg Community School
Corporation.

Madison Consolidated Schools — Madison Consolidated Schools is located in Jefferson
County in southeast Indiana. The largest taxpayers in the School District are three
automotive parts manufacturers (Arvin Sango - 6%, Madison Precision - 3% and Grote -
2%) that jointly comprise 11% of the Assessed Valuation of Madison Consolidated
Schools.

Marion Community Schools - Marion Community Schools is located in Grant County in
the central portion of Indiana, north of Indianapolis. The largest taxpayers in the School
District are two automotive companies (General Motors - 14% and Dana Corporation -
2%) that jointly comprise 16% of the Assessed Valuation of Marion Community Schools.

MSD of Mt. Vernon - MSD of Mt. Vernon is located in Posey County in southwestern
Indiana. The largest taxpayer in the School District is an engineering and plastics
manufacturer (General Electrics) that comprises 28% of the Assessed Valuation of MSD
of Mt. Vernon.

MSD of Warren Township - MSD of Warren Township is located in Marion County in
central Indiana. The largest taxpayer in the School District is an automotive engineering
company (Visteon Corporation) that comprises 21% of the Assessed Valuation of MSD
of Warren Township.

North Gibson School Corporation — North Gibson School Corporation is located in Gibson
County in southwestern Indiana, north of Evansville. The largest taxpayer in the School
District is an automotive manufacturer (Toyota Motor Manufacturing, Inc.) that
comprises 22% of the Assessed Valuation of the North Gibson School Corporation.

Randolph Southern School Corporation - Randolph Southern School Corporation is located
in Randolph County in the central eastern portion of Indiana. The largest taxpayers in
the School Corporation are two casket manufacturers (Astral - 10% and York - 1%) that
jointly comprise 11% of the Assessed Valuation of the Randolph Southern School
Corporation.
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Shenandoah School Corporation - Shenandoah School Corporation is located in Henry
County in the central eastern portion of Indiana. The largest taxpayer in the School
Corporation is an energy utility company (PSI Energy) that comprises 16% of the
Assessed Valuation of the Shenandoah School Corporation.

South Central Community School Corporation - South Central Community School
Corporation is located in LaPorte County in northwest Indiana. The largest taxpayer in
the School District is a grocery distribution center (Midland Grocery Company) that
comprises 13% of the Assessed Valuation of South Central Community School
Corporation.

Switzerland County School Corporation - Switzerland County School Corporation is
located in Switzerland County in southeast Indiana. The largest taxpayer (Belterra
Casino and Resort) comprises 18% of the Assessed Valuation of the Switzerland County
School Corporation.

Warrick County School Corporation - Warrick County School Corporation is located in
Warrick County in southwestern Indiana. The largest taxpayer in the School
Corporation is an aluminum manufacturer (ALCOA) that comprises 15% of the
Assessed Valuation of the Warrick County School Corporation.

Clinton Public Library - Clinton Public Library is located in Vermillion County in west
central Indiana. The largest taxpayer in the Library District is a pharmaceutical company
(Eli Lilly & Company) that comprises 11% of the Assessed Valuation of the Clinton
Public Library.

Speedway Public Library - Speedway Public Library is located in Marion County in
central Indiana. The largest taxpayer in the Library District is a racing facility
(Indianapolis Motor Speedway) that comprises 11% of the Assessed Valuation of
Speedway Public Library.

City of Marion - The City of Marion is located in Grant County in the central portion of
Indiana, north of Indianapolis. The largest taxpayers in the City are two automotive
companies (General Motors - 13% and Dana Corp - 2%) that jointly comprise 15% of the
Assessed Valuation of the City of Marion.

Decatur Township - Decatur Township is located in Marion County in central Indiana.

The largest taxpayer in the Township is a courier company (Federal Express) which
comprises 15% of the Assessed Valuation of Decatur Township.
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Reports

Copies of the most recent State Board of Accounts Audit Report, unaudited annual financial
report for units of government other than school corporations and Form 9s (unaudited semi-
annual financial report for school corporations) for the last two calendar years have been
furnished to the Bond Bank by the Qualified Entities described in this Appendix A and may be
obtained in reasonable quantities upon request directed to the Bond Bank, 10 West Market
Street, Suite 2980, Indianapolis, Indiana 46204, telephone (317) 233-0888. Copies of State Board
of Accounts Audit Reports and unaudited annual financial reports for units other than school
corporations are also available from the State Board of Accounts, 302 West Washington Street,
Room E418, Indiana Government Center South, Indianapolis, Indiana 46204. Copies of Form 9s
are also available from the Indiana Department of Education, Division of School Finance, Room
229, State House, Indianapolis, Indiana 46204.

Information Pertaining to the Qualified Entity and its Warrant Borrowings

Certain information pertaining to the Qualified Entities anticipated to issue Warrants to be
purchased with the proceeds of the Notes is set forth in tabular form in this Appendix A under
the heading "Qualified Entities Borrowing Information for Notes". Such information includes,
for each respective Qualified Entity, the following: the County or Counties in which the
Qualified Entity is situated; the Fund of such Qualified Entity for which a Warrant is
anticipated to be issued; the 2004 or 2005 Ad Valorem Property Tax Levy for the Fund of the
Qualified Entity for such Fund; the Maximum Allowable Borrowing for such Qualified Entity
under the Program limitations established by the Bond Bank (see the caption "THE PROGRAM
-- Program Participation and Borrowing Limits" in this Official Statement); the anticipated
Principal Amount of New Warrant to mature on the First Settlement Payment Due Date; the
anticipated Principal Amount of New Warrant to mature on the December Settlement Payment
Due Date; the Warrants as Percentage of Aggregate Principal Amount is the comparison of the
Warrants anticipated to be issued for such Qualified Entity to the total principal amount of all
Warrants; the Total 2005 Estimated Fund Revenues to be received by the Qualified Entity for
the Fund for the calendar year 2005; and the Average Percentage of Tax Collections for the
calendar years 2001, 2002 and 2003 for the Qualified Entity.

The information described above and set forth in tabular form in this Appendix A, unless
otherwise indicated, was obtained from information submitted to the Bond Bank by the
Qualified Entities and, while believed to be reliable, has not been verified by independent
investigation. The Bond Bank will require that each of the Qualified Entities certify, as of the
date that its respective Warrants are purchased by the Bond Bank, that the information
contained in this Official Statement relating to such Qualified Entities and their respective
Warrants was correct as of the date of this Official Statement and continues to be correct as of
the date that its respective Warrants are purchased by the Bond Bank. The material set forth in
this Appendix A is for information and background purposes only and is not intended and
should not be deemed to be a comprehensive or exhaustive presentation of all financial and
economic information which may be pertinent with respect to each Qualified Entity. Further,
the information in this Appendix A does not represent an analysis or representation of all of the
detailed financial and other information reviewed by the Bond Bank and Crowe Chizek and
Company LLC in the course of the Bond Bank’s determination to purchase the Warrants of the
Qualified Entities.
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APPENDIX B-1

CERTAIN DEFINITIONS

The following are definitions of certain of the terms used in this Officia Statement and
defined in the Indenture.

“Act” means Indiana Code 5-1.5, as amended.

“ Authorized Officer” means the Chairman, the Vice Chairman or the Executive Director
of the Bond Bank.

“Authorized Official” means the duly elected or appointed treasurer, controller, clerk-
treasurer, school superintendent, school business manager, township trustee or other authorized
financia official of a Qualified Entity or, to the extent permitted by law, an authorized deputy
thereof.

“Bank” means the issuer of the outstanding Credit Facility, which shall be an entity rated
in the two full highest rating categories by Moody’s and S&P at the time of execution of the
Credit Facility Agreement, and initially means The Bank of New Y ork.

“Code” means the Internal Revenue Code of 1986, as amended and in effect on the date
of the issuance of the Series A Notes, and the applicable judicia decisions and published rulings
and any applicable regulations promulgated or proposed thereunder or under the Internal
Revenue Code of 1954.

“Credit Facility” means the credit facility extended by the Bank, effective on the date of
issuance of the Series A Notes, pursuant to the Credit Facility Agreement.

“Credit Facility Agreement” means the Credit Facility and Reimbursement Agreement
dated as of January 1, 2005, between the Bond Bank and the Bank providing for the timely
payment, when due, of a portion of the principal of and interest on the Series A Notes, all subject
to such conditions and under such terms as described in Article X of the First Supplemental
Indenture.

“Fiscal Year” means, when applied to a Qualified Entity, the fiscal year of each Qualified
Entity which commences on the first day of January of a year and terminates on the last day of
December of such year and, when applied to the Bond Bank, the fiscal year of the Bond Bank
which commences on the first day of July of a calendar year and terminates on the last day of
June of the following calendar year.

“Government Obligations’” means. (@) direct obligations of the United States of America;
(b) obligations guaranteed as to principal and interest by the United States of America or any
federal agency whose obligations are backed by the full faith and credit of the United States of
America, including but not limited to: Department of Housing and Urban Development, Export-
Import Bank, Farmers Home Administration, Federal Financing Bank, Federa Housing
Administration, General Services Administration, Government National Mortgage Association,
Maritime Administration or Small Business Administration; which obligations include but are
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not limited to certificates or receipts representing direct ownership of future interest or principal
payments on obligations described in clause (a) or in this clause (b) and which are held by a
custodian in safekeeping on behalf of the holders of such receipts; (c) securities evidencing
ownership interests in open-end management type investment companies or investment trusts
registered under the Investment Company Act of 1940, as amended, whose investments are
limited to the obligations described in clauses (a) and (b) and to repurchase agreements fully
collateralized by such obligations; and (d) obligations of any state of the United States or any
political subdivision thereof, the full payment of the principal of, premium, if any, and interest
on which (i) is unconditionally guaranteed or Insured by the United States of America, or (ii) is
provided for by an irrevocable deposit of the securities described in clause (a); all to the extent
such investments are permitted by law.

“Investment Agreement” means the Investment Agreement, dated as of January 27, 2005,
by and among the Trustee, the Bond Bank and IXIS Funding Corp., a subsidiary of IXIS
Corporate & Investment Bank (IXIS CIB), a limited liability company with executive and
supervisory boards (société anonyme a Directoire et Conseil de Surveillance) governed by
French law (as successor-in-interest to CDC Finance — CDC 1X1S), providing for the investment
of moneys held by the Trustee under the Indenture in certain Series A Funds and Series A
Accounts.

“Investment Securities” means any of the following to the extent such investments are
permitted by law: (a) Government Obligations; (b) certificates of deposit fully and promptly
secured at all times by Government Obligations; provided, that such certificates are with
commercial banks, savings and loan associations, mutual savings banks, or credit unions,
including the Trustee, which are rated at least Aa or higher by Moody’s and AA or higher by
S&P; (c) certificates of deposit, savings accounts, deposit accounts or depository receipts of
commercial banks, savings and loan associations, mutual savings banks, or credit unions,
including the Trustee, which are fully insured by the Federal Deposit Insurance Corporation or
the National Credit Union Administration, and which are rated at the time of purchase at least Aa
or higher by Moody’s and AA or higher by S&P; (d) banker’s acceptances of commercial banks,
savings and loan associations or mutual savings banks, including the Trustee, which mature not
more than one (1) year after the date of purchase; provided, such commercia banks, savings and
loan associations, or mutual savings banks (as opposed to their holding companies) must be rated
for unsecured debt at the time of purchase of the investments Aa or higher by Moody’s and AA
or higher by S&P; (e) investment agreements issued or guaranteed by entities rated Aa3 or
higher by Moody’s and AA- or higher by S& P at the time of execution, including the Investment
Agreement; (f) repurchase agreements with any bank or trust company organized under the laws
of any state of the United States of America or any banking association, including the Trustee, or
government bond dealer reporting to, trading with, and recognized as a primary deaer by the
Federal Reserve Bank of New York; provided, that any such bank, trust company or dealer is
rated at the time of purchase at least Aa or higher by Moody’s and AA or higher by S&P; and
provided further, that each repurchase agreement is secured by Government Obligations having
at all times a market value not less than 102% of the principal amount of such repurchase
agreement; and (g) shares of mutual funds that invest only in Government Obligations that are
rated in the highest category by Moody’ s and S& P.

“Moody’ s’ means Moody’ s Investors Service, Inc., New York, New Y ork.
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“Note Registrar” or “Registrar” means the Trustee acting as such under the First
Supplemental Indenture.

“Payment Date” means any date on which principal and interest is payable on the Series
A Notes.

“Positive Cash Flow Certificate” means a certificate prepared in accordance with the
Indenture to the effect that immediately after the occurrence or nonoccurrence of a specific
action or omission, as appropriate, Series A Revenues expected to be received, together with
moneys expected to be held in the Series A Funds and Series A Accounts (other than the Series
A Rebate Fund) and available therefor as provided in the Indenture, will at least be sufficient on
each Payment Date to provide for the payment of the principal of and interest on the Outstanding
Series A Notes due on each such date and the payment of Program Expenses, if any.

“Program,” when used with respect to a Series A Note or Series A Notes, means the
program of the Bond Bank for purchasing Series A Warrants of Series A Qualified Entities from
proceeds of the Series A Notes pursuant to the Act.

“Program Expenses’ means the expenses authorized to be incurred by the Bond Bank
from time to time in connection with the implementation, operation and continuation of the
Program, as set forth in the Indenture.

“S& P’ means Standard & Poor’s, a Division of The McGraw-Hill Companies, New
York, New Y ork.

“Series A Account” means any of the accounts established, held and disbursed by the
Trustee under the Indenture.

“Series A Fund” means any of the funds established, held and disbursed by the Trustee
under the Indenture.

“Series A Revenues’ means the income, revenues and profits of the Series A Funds and
Series A Accounts under the Indenture, as referred to in the granting clauses of the First
Supplemental Indenture.

“Series A Warrants’ means the warrants issued by Qualified Entities which are parties to
the Series A Warrant Purchase Agreements, which warrants are issued in anticipation of Ad
Vaorem Property Taxes levied and in the course of collection by a Qualified Entity (and (a) in
the case of school corporations, which warrants may, in addition, in the sole discretion of the
Bond Bank, be issued in anticipation of State tuition support distributions in the course of
collection by such school corporations, and (b) in the case of atownship, which warrants may, in
addition, in the sole discretion of the Bond Bank, be issued in anticipation of other revenues to
be received by the township on or before December 31, 2005), and which are purchased by the
Trustee on behalf of the Bond Bank in accordance with the Indenture.

“Supplemental Indenture’” means any indenture supplemental to or amendatory of the
Origina Indenture as originally executed, including the First Supplemental Indenture, which is
duly executed in accordance with the provisions of the Original Indenture.
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APPENDIX B-2

CERTAIN DEFINITIONS

The following are definitions of certain terms used in the Official Statement and defined
in the Warrant Purchase Agreement.

“County Auditor” means the authorized officer of the county in which a Qualified Entity
is located with jurisdiction and responsibility for the remittance of tax revenues collected for
such Qualified Entity.

“Cumulative Cash Flow Deficit” means, with respect to any fund of a Qualified Entity
upon which Series A Warrants are issued, the excess of the expenses paid during the Tax Period
which would ordinarily be paid out of such fund or financed by anticipated tax or other revenues
of such fund, over the aggregate amount available (other than from proceeds of the Series A
Warrants) during the Tax Period for the payment of such expenses.

“Outstanding” or “outstanding Warrant” means, when used with reference to the
Warrants, the unpaid amount of any Warrant purchased by the Bond Bank pursuant to an
Agreement and not theretofore paid by a Qualified Entity.

“Reinvestment Rate” means the greater of (a) the original interest rate on the Series A
Warrants or (b) the per annum rate of interest equal to the defined rate or index specified for use
in fixing or setting the per annum rate charged by the Bank for funds borrowed under the Credit
Facility Agreement with the Bond Bank.

“Tax Period” means the period beginning on the date of issuance of the Series A
Warrants and ending on the earlier of the date six months after such date of issuance or the date
of the computation of the Cumulative Cash Flow Deficit.
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APPENDIX C

PROPOSED FORM OF BOND COUNSEL OPINION

Upon delivery of the Series A Notes, Barnes & Thornburg LLP, bond counsel,
proposes to deliver an opinion in substantially the following form:

January 27, 2005
Indiana Bond Bank
Indianapolis, Indiana

Re:  IndianaBond Bank
Advance Funding Program Notes, Series 2005 A

Ladies and Gentlemen:

We have acted as bond counsel to the Indiana Bond Bank (the “Issuer”) in connection
with the issuance by the Issuer of its Advance Funding Program Notes, Series 2005 A, dated
January 27, 2005 (the “Notes”), in the aggregate principal amount of $537,050,000, pursuant to
Indiana Code 5-1.5, as amended, and the Note Indenture, dated as of January 1, 2005 (the
“Original Indenture”),between the Issuer and the Bank of New Y ork Trust Company, N.A., as
trustee (the “ Trustee”), as supplemented and amended by the First Supplemental Note Indenture,
dated as of January 1, 2005 (the “ Supplemental Indenture”), between the Issuer and the Trustee
(collectively, the “Indenture”).

Regarding questions of fact material to our opinion, we have relied on representations of
the Issuer contained in the Indenture, the certified proceedings and other certifications of public
officias furnished to us, and certifications, representations and other information furnished to us
by or on behalf of the Issuer, the Series A Qualified Entities (as defined in the Supplemental
Indenture) and others, including, without limitation, certifications contained in the tax and
arbitrage certificate of the I ssuer, dated the date hereof, and the tax and arbitrage certificates of
each of the Series A Qualified Entities, dated the date hereof, without undertaking to verify the
same by independent investigation. We have relied upon the legal opinion of Baker & Daniels,
Indianapolis, Indiana, special counsel to the Issuer, dated the date hereof, as to the matters stated
therein. We have relied upon the report of Crowe Chizek and Company LLC, Indianapolis,
Indiana, independent certified public accountants, dated the date hereof, as to the matters stated
therein.

Based upon the foregoing, we are of the opinion that, under existing law:
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1 The Issuer isabody corporate and politic, validly existing under the laws of the
State of Indiana (the “ State™), with the corporate power to enter into the Indenture and perform
its obligations thereunder and to issue the Notes.

2. The Notes have been duly authorized, executed and delivered by the Issuer, and
are valid and binding limited obligations of the Issuer, enforceable in accordance with their
terms. The Notes are payable solely from the Series A Trust Estate (as defined in the
Supplemental Indenture).

3. The Indenture has been duly authorized, executed and delivered by the I ssuer and
isavalid and binding obligation of the Issuer, enforceable against the Issuer in accordance with
itsterms.

4. Under Section 103 of the Internal Revenue Code of 1986, as amended and in
effect on this date (the “Code”), interest on the Notes is excludable from gross income for federal
income tax purposes. The opinion set forth in the preceding sentence is subject to the condition
that each of the Issuer and the Series A Qualified Entities comply with al requirements of the
Code that must be satisfied subsequent to the issuance of the Notes in order that interest thereon
be, or continue to be, excludable from gross income for federal income tax purposes. Each of the
Issuer and the Series A Qualified Entities has covenanted or represented that it will comply with
such requirements. Failure to comply with certain of such requirements may cause interest on
the Notes to become included in gross income for federal income tax purposes retroactively to
the date of issuance of the Notes.

5. Interest on the Notesis not an item of tax preference for purposes of the federal
alternative minimum tax imposed on individuals and corporations; however, such interest is
taken into account in determining adjusted current earnings for the purpose of computing the
alternative minimum tax imposed on certain corporations.

6. Interest on the Notes is exempt from income taxation in the State for all purposes,
except the State financial institutions tax.

We express no opinion herein as to the accuracy, completeness or sufficiency of the
Official Statement, dated January 20, 2005, or any other offering material relating to the Notes.

We express no opinion regarding any tax consequences arising with respect to the Notes,
other than as expressly set forth herein.

With respect to the enforceability of any document or instrument, this opinion is subject
to the qualifications that: (i) the enforceability of such document or instrument may be limited by
bankruptcy, insolvency, reorganization, receivership, moratorium, fraudulent conveyance and
similar laws relating to or affecting the enforcement of creditors’ rights; (ii) the enforceability of
equitable rights and remedies provided for in such document or instrument is subject to judicial
discretion, and the enforceability of such document or instrument may be limited by general
principles of equity; (iii) the enforceability of such document or instrument may be limited by
public policy; and (iv) certain remedial, waiver and other provisions of such document or
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instrument may be unenforceable, provided, however, that, in our opinion, the unenforceability
of those provisions would not, subject to the other qualifications set forth herein, affect the
validity of such document or instrument or prevent the practical realization of the benefits
thereof.

This opinion is given only as of the date hereof, and we assume no obligation to revise or
supplement this opinion to reflect any facts or circumstances that may hereafter come to our
attention or any changesin law that may hereafter occur.

Very truly yours,
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APPENDIX D

THE BANK OF NEW YORK

The Bank of New York (the “Bank™) is the principal subsidiary of The Bank of New
Y ork Company, Inc. (NY SE: BK), afinancial holding company (the “Company”). The Company
provides a complete range of banking and other financial servicesto corporations and individuals
worldwide through its basic businesses, namely, Securities Servicing and Global Payment
Services, Corporate Banking, BNY Asset Management and Private Client Services, Retail
Banking, and Financial Market Services.

The Bank of New Y ork was founded in 1784 by Alexander Hamilton and is the nation’s
oldest bank. The Bank is a state chartered New Y ork banking corporation and a member of the
Federal Reserve System. Its business is subject to examination and regulation by federal and
state banking authorities.

The Bank has long-term senior debt ratings of “AA-"/"Aa2” and short-term ratings of
“Al1+/P1” from Standard & Poor's Ratings Services and Moody’s Investors Service, Inc.,
respectively.

The Bank of New York’s principal officeis located at One Wall Street, New Y ork, New
York 10286. A copy of the most recent annual report and 10-K of the Company may be obtained
from the Bank’ s Public Relations Department, One Wall Street, 31st Floor, (212) 635-1569 or by
visiting the Bank’ s website.
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APPENDIX E-1

SUMMARY OF CERTAIN PROVISIONS OF THE INDENTURE

The following is a summary of certain of the provisions of the Indenture and does not
purport to be complete and is subject in al respects to the provisions of, and is qualified in its
entirety by, reference to the Indenture.

Additional Notes

The Bond Bank may not issue Additional Notes on a parity with the Series A Notes.

Conditions Precedent to Purchase of Series A Warrants

The Trustee will not purchase any Series A Warrant issued under any Agreement until it
has had the opportunity to review with respect to the Qualified Entity which is a party to such
Agreement each of the following:

D
)

©)

(4)

(5)

(6)

An original executed counterpart of the Agreement;

An opinion or certificate of counsel for the Qualified Entity to the effect that the
Agreement has been validly executed and delivered on behalf of the Qualified
Entity and constitutes a binding agreement by and between the Qualified Entity
and the Bond Bank;

The Series A Warrant or Series A Warrants, executed by the Qualified Entity and
delivered in accordance with the Act, in such form as will comply with the
applicable provisions of the Agreement and the Indenture and is acceptable to the
Trustee;

A written requisition of the Bond Bank signed by an Authorized Officer, stating
to whom, in what amount, and by what method payment is to be made;

A certificate of an Authorized Officer attached to the requisition described in (4)
above, to the effect that (1) the Qualified Entity, pursuant to its Agreement, has
sold or will sell such Series A Warrant or Series A Warrants to the Bond Bank;
(2) the Qualified Entity is obligated to make all payments of principal and interest
as and when required to be made thereunder and to pay all fees and charges
required to be paid to or on behalf of the Bond Bank under the Indenture and the
Agreement; (3) to the knowledge of such officer, the Qualified Entity is not in
default under the payment terms or other material terms or provisions of any other
obligations of that Qualified Entity; and (4) the Qualified Entity has made al of
the certifications required by the Act; and the Agreement and such other
certifications and representations as may be reasonable and appropriate;

An Opinion of Bond Counsdl, in form and substance satisfactory to the Bond
Bank and the Trustee, to the effect that such Series A Warrant or Series A
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Warrants bear interest that is excludable from gross income under Section 103 of
the Code for purposes of federal income taxation; and

(7 A certificate of an Authorized Officia of the Qualified Entity to the effect that the
representations and warranties of the Qualified Entity contained in the Agreement
are true, complete and correct as of the time of such purchase.

Program Covenants

In order to provide for the payment of the principal of and interest on Series A Notes
(including any repayment under the terms of the Credit Facility Agreement) and of Program
Expenses, the Bond Bank will, from time to time in a sound and economical manner in
accordance with the Act and the Indenture undertake all necessary actions to receive and collect
Series A Revenues, including enforcement of the prompt collection of any arrears on Series A
Warrants. Whenever necessary to provide for the payment on the Series A Notes, the Bond
Bank will also commence to pursue appropriate remedies with respect to any Series A Warrant
held by the Bond Bank which isin default.

The Bond Bank will (i) not purchase a Series A Warrant for afund in a principal amount
in excess of eighty percent (80%) of the semiannual levy which is anticipated to be collected by
the Qualified Entity in such fund by the time such Series A Warrant is due and payable (as
estimated or certified by the Department of Loca Government Finance) (except, as to school
corporations, such 80% limit shall apply to the sum of the semiannual levy and the State tuition
support distributions which are anticipated to be collected by the Qualified Entity in such fund
by the time such Series A Warrant is due and payable (as estimated or certified by the
Department of Local Government Finance and the Department of Education), and (ii) not
consent, pursuant to the Agreement, to the issuance by a Qualified Entity of any parity
obligations similar to the Series A Warrants in an amount which, together with other warrants
outstanding for a fund, would exceed eighty percent (80%) of such semiannual levy which is
anticipated to be collected by the Qualified Entity in such fund by the time such Series A
Warrant is due and payable (except, as to school corporations, such 80% limit shall apply to the
sum of the semiannual levy and the State tuition support distributions which are anticipated to be
collected by the Qualified Entity in such fund by the time such Series A Warrant is due and
payable) unless the Bond Bank receives written approval from Moody’s and S& P.

Series A Warrant Covenants

With respect to the Series A Warrants purchased by the Bond Bank, the Bond Bank
covenants as follows:

(1)  To the extent that such action would not adversely affect the validity of such
Series A Warrants, the Bond Bank will instruct the Trustee to pursue the remedy
set forth in the Act for collection of deficiencies on any Series A Warrants by
collection of such deficiencies out of certain State funds payable but not yet paid
to adefaulting Qualified Entity.

(2 The Bond Bank will diligently enforce and take all actions necessary to protect its
rights with respect to any Series A Warrants and will also enforce or authorize the
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enforcement of al remedies available to owners or holders of the Series A
Warrants, unless the Bond Bank provides the Trustee and the Bank with a
Positive Cash Flow Certificate giving effect to the Bond Bank’ s failure to enforce
or authorize the enforcement of such remedies. Decisions as to the enforcement
of such remedies will be within the Trustee's sole discretion, unless the Bank is
the only owner of outstanding Series A Notes, in which case, all decisions as to
the enforcement of particular remedies will be within the sole discretion of the
Bank.

3 The Bond Bank will not (i) permit or agree to any material change in any of the
Series A Warrant or (ii) sell or dispose of any Series A Warrant, unless the Bond
Bank provides the Trustee and the Bank with a Cash Flow Certificate giving
effect to such action and the Trustee and the Bank provide written approval
thereof.

Series A Accountsand Reports

The Bond Bank will keep proper and separate books of records and accounts in which
complete and correct entries will be made of its transactions relating to the Program and the
Series A Funds and Series A Accounts established by the Indenture. Such books and all other
books and papers of the Bond Bank and all Series A Funds and Series A Accounts will, at all
reasonable times, be subject to the inspection of the Trustee, the Bank, and the owners of an
aggregate of not less than five percent (5%) in principa amount of Series A Notes then
outstanding or their representatives duly authorized in writing.

Before August 1, 2005, the Trustee will provide the Bond Bank with a statement of the
amounts on deposit in each Series A Fund and Series A Account as of July 15, 2005, and the
total deposits to and withdrawals from each Series A Fund and Series A Account since the
beginning of calendar year 2005.

Annual Budget

The Bond Bank will adopt and file with the Trustee and appropriate State officials as
required by the Act an annual budget covering its fiscal operations for the succeeding Fiscal
Y ear not later than June 1, 2005. The annual budget will be open to inspection by any owner of
Series A Notes. In the event the Bond Bank does not adopt an annual budget for the succeeding
Fiscal Year on or before June 1, 2005, the budget for the preceding Fiscal Y ear will be deemed
to have been adopted and be in effect for the succeeding Fiscal Year until the annual budget for
such Fiscal Year has been duly adopted. The Bond Bank may at any time adopt an amended
annual budget in the manner then provided in the Act.

Covenant to Monitor I nvestments

The Bond Bank covenants and agrees to review regularly the investments held by the
Trustee in the Series A Funds and Series A Accounts under the Indenture in order to assure that
Series A Revenues derived from such investments are sufficient to pay, together with other
anticipated Series A Revenues, the debt service on all Series A Notes outstanding under the
Indenture.
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Preservation of Tax Exemption of the Series A Notes

In order to assure the continuing excludability of interest on the Series A Notes from the
gross income of the owners thereof for purposes of federal income taxation, the Bond Bank
covenants and agrees to take all actions and not to fail to take any actions necessary in order to
preserve and protect such excludability. Additionaly, the Bond Bank covenants and agrees not
to take any action or fail to take any action with respect to the investment of the proceeds of the
Series A Notes or the investment or application of any payments of the principal of and interest
on any Series A Warrant or any other agreement or instrument entered into in connection
therewith or with the issuance of the Series A Notes, including but not limited to the obligation
to rebate certain funds to the United States of America, which would result in constituting any
Series A Notes as “arbitrage bonds’ within the meaning of Section 148 of the Code. The Trustee
also covenants and agrees not to take any action or omit to take any action or permit any action
or omission, which is within its control to be taken or omitted and would, to the knowledge of
the Trustee, impair the excludability from gross income for federal income tax purposes of
interest on the Series A Notes.

Covenants Concer ning Credit Facility Agreement

The Bond Bank will review regularly the Series A Warrants and the security and sources
of payment therefor for the purpose of assuring that the payment of principal of and interest on
the Series A Warrants, together with other Series A Revenues, will be sufficient to provide for
the timely payment of principal of and interest on the Series A Notes.

The Bond Bank further will comply with the Credit Facility Agreement and the Trustee
will take all action necessary to effect the Bond Bank’s compliance with the Credit Facility
Aqgreement.

Events of Default

Any of the following events constitutes a “Series A Event of Default” under the
Indenture:

@ The Bond Bank defaults in the due and punctual payment of the principal of or
interest on any Series A Note;

(b) The Bond Bank defaults in the performance of any of its other covenants,
agreements or conditions contained in the First Supplemental Indenture, any
Agreement, or the Series A Notes and fails to remedy such default within sixty
(60) days after receipt of notice, all in accordance with the First Supplemental
Indenture;

(© Any warranty, representation or other statement by or on behalf of the Bond Bank
contained in the First Supplemental Indenture or in any instrument furnished in
compliance with or in reference to the Indenture is false or misleading in any
material respect when made and there has been a failure to remedy the same
within sixty (60) days after receipt of notice, all in accordance with the First
Supplemental Indenture;
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(d) The Bond Bank fails to make remittances required by the Indenture to the Trustee
within the time limits prescribed in the Indenture;

(e A petition is filed against the Bond Bank under any bankruptcy, reorganization,
arrangement, insolvency, readjustment of debt, dissolution or liquidation law of
any jurisdiction, whether now or hereafter in effect, and is not dismissed within
sixty (60) days after such filing;

H The Bond Bank files a petition in voluntary bankruptcy or seeking relief under
any provison of any bankruptcy, reorganization, arrangement, insolvency,
readjustment of debt, dissolution or liquidation law of any jurisdiction, whether
now or hereafter in effect, or consents to the filing of any petition against it under
such law;

(9) The Bond Bank is generally not paying its debts as such debts become due, or
becomes insolvent or bankrupt or makes an assignment for the benefit of
creditors, or a liquidator or trustee of the Bond Bank or any of its property is
appointed by court order or takes possession and such order remains in effect or
such possession continues for more than sixty (60) days,

(h) The Bond Bank is rendered incapable of fulfilling its obligations under the First
Supplemental Indenture for any reason; or

(1) An event of default occurs under the Credit Facility Agreement and the Bank
exercisesitsright to terminate the Credit Facility thereunder.

No default under subparagraphs (b) or (c) above will constitute a Series A Event of
Default until actual notice of the default by registered or certified mail has been given to the
Bond Bank by the Trustee, the Bank, or the owners of not less than twenty-five percent (25%) in
aggregate principal amount of all Series A Notes then outstanding and the Bond Bank has had
sixty (60) days after receipt of the notice to correct such default, and shall not have corrected
such default or caused such default to be corrected within such period. If such default is
correctable but cannot be corrected within such period, it will not constitute a Series A Event of
Default if corrective action is instituted by the Bond Bank within the applicable period and
diligently pursued until the default is corrected.

Remedies

Upon the occurrence of a Series A Event of Default, the Trustee will notify the owners of
Series A Notes of such Series A Event of Default and will have the following rights and
remedies:

(1)  The Trustee may pursue any available remedy at law or in equity to enforce the
payment of the principal of and interest on outstanding Series A Warrants, subject
to their terms and to enforce the payment of principal of and interest on the Series
A Notes when dug;
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)

3)

(4)

()

(6)

(7)

The Trustee may by action or suit in equity require the Bond Bank to account as if
it were the trustee of an express trust for the owners of the Series A Notes and
may take such action with respect to the Series A Warrants as the Trustee deems
necessary or appropriate and in the best interest of the owners of Series A Notes,
subject to the terms of the Series A Warrants,

Upon the filing of a suit or other commencement of judicial proceedings to
enforce any rights of the Trustee and of the owners of Series A Notes under the
Indenture, the Trustee will be entitled, as a matter of right, to the appointment of a
receiver or receivers of the Series A Trust Estate under the Indenture and of the
Series A Revenues, issues, earnings, income, products, and profits thereof,
pending such proceedings, with such powers as the court making such
appointment shall confer;

Upon the occurrence and continuance of a Series A Event of Default described in
subparagraph (@) or (d) above, the Trustee will request payment from the Bank
under the Credit Facility;

Upon the occurrence of a Series A Event of Default described in subparagraph (i)
above, the Trustee will request payment from the Bank under the Credit Facility
in an amount equal to the total amount available to be requested under the Credit
Facility;

Upon the occurrence and continuance of a Series A Event of Default and if
requested to do so by the owners a majority of the aggregate principal amount of
all Series A Notes then outstanding and if indemnified as provided in the
Indenture, the Trustee will be obligated to exercise such of the rights, remedies,
and powers conferred by the Indenture, as the Trustee, being advised by counsel,
deems most expedient in the interests of the owners of Series A Notes; and

Upon the occurrence and continuance of a Series A Event of Default and in the
event the Bank (i) has been deemed an owner of Series A Notes pursuant to the
Indenture, (ii) is the only owner of outstanding Series A Notes, and (iii) has
requested the Trustee so to do, and further, if the Trustee is indemnified as
provided in the Indenture, the Trustee will be obligated to exercise one or more of
the rights, remedies and powers conferred by the Indenture, as the Trustee, being
advised by counsel and the Bank, deems most expedient in the interest of the
Bank as Noteholder.

Upon receipt of payment from the Bank under the Credit Facility Agreement and
subsequent payment of principal of and interest on Series A Notes by the Bond Bank, and
notwithstanding any other provisions in the Indenture, the Series A Notes so paid will remain
outstanding, will not be deemed defeased or otherwise satisfied, will not be considered paid by
the Bond Bank, and will continue to be due and owing until paid by the Bond Bank with interest
at the Reinvestment Rate (as defined in Appendix B-2), and the assignment and pledge of the
Series A Trust Estate and all covenants, agreements, and other obligations of the Bond Bank to
the registered owners of the Series A Notes so paid will continue to exist and run to the benefit
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of the Bank, and the Bank will become subrogated to the rights of the recipients of such
payments of principal of and interest on such Series A Notes and will be deemed to be the owner
of such Series A Notes; provided, however, that any interest in, lien on, or pledge of the Series A
Trust Estate in favor of the Bank (as holder of such Series A Notes) will be junior and
subordinate to any interest in, lien on, or pledge of the Series A Trust Estate in favor of any
owner of Series A Notes other than the Bank. To evidence such subrogation and ownership, the
Trustee will note the Bank’s rights as subrogee and owner on the registration books maintained
by the Trustee upon receipt from the Bank of the payment to the Bond Bank and payment of
principal of and interest to the holders of such Series A Notes.

After payment of all principal of and interest on the Series A Notes, the Trustee shall
deliver to the Bank any net amount of any advance under the Credit Facility previously disbursed
and not used to make payment on the Series A Notes.

Rights and Remedies of Owners of Series A Notes

No owner of any Series A Note will have any right to institute any suit, action or
proceeding at law or in equity for the enforcement of the Indenture or for the execution of any
trust thereof or for any other remedy under the Indenture, unless (i) a default has occurred and
the Trustee has been notified pursuant to the Indenture, (ii) such default has become a Series A
Event of Default and the owners of a majority of the aggregate principal amount of all Series A
Notes then outstanding have made written request to the Trustee and have offered the Trustee
reasonable opportunity either to proceed to exercise the remedies granted in the Indenture or to
institute such action, suit or proceeding in its own name, (iii) such owners of Series A Notes
have offered to indemnify the Trustee, as provided in the Indenture and (iv) the Trustee has
refused, or for 60 days after receipt of such request and offer of indemnification has failed, to
exercise the remedies granted in the Indenture or to institute such action, suit or proceeding in its
own name. All proceedings at law or in equity must be carried out as provided in the Indenture
and for the equal benefit of the owners of all outstanding Series A Notes. However, nothing
contained in the Indenture will affect or impair the right of any owner of Series A Notes to
enforce the payment of the principal of and interest on any Series A Note or the limited
obligation of the Bond Bank to pay the principal of and interest on each of the Series A Notes to
the owners of the Series A Notes at the time and place, from the source, and in the manner
expressed in the Indenture and the Series A Notes.

The owners of a majority in aggregate principa amount of al Series A Notes then
outstanding will have the right, at any time during the continuance of a Series A Event of
Default, by a written instrument or instruments executed and delivered to the Trustee, to direct
the time, method and place of conducting all proceedings to be taken in connection with the
enforcement of the terms and conditions of the Indenture or for the appointment of a receiver or
any other proceedings under the Indenture. However, such direction shall not be otherwise than
in accordance with the provisions of law and of the Indenture.

Waiver s of Events of Default

At its discretion and with the consent of the Bank, the Trustee may waive any Series A
Event of Default and its consequences, and must do so upon the written request of the owners of
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(i) more than sixty-five percent (65%) in aggregate principal amount of all Series A Notes then
outstanding in respect of which a Series A Event of Default in the payment of principal or
interest exists or (ii) more than fifty percent (50%) in aggregate principal amount of all Series A
Notes then outstanding in the case of any other Series A Event of Default. However, there may
not be waived (A) any Series A Event of Default in the payment of the principal of any
outstanding Series A Note at the specified date of maturity or (B) any Series A Event of Default
in the payment when due of the interest on any outstanding Series A Note, unless, prior to the
waiver, al arrears of payments of interest or principal due, as the case may be, with interest on
overdue principa at the rate borne by such Series A Note, and all expenses of the Trustee in
connection with the Series A Event of Default have been paid or provided for. In case of any
such waiver or rescission, or in case any proceeding taken by the Trustee on account of any such
Series A Event of Default has been discontinued or abandoned or determined adversely, then the
Bond Bank, the Trustee and the owners of Series A Notes will be restored to their former
positions and rights under the Indenture. No such waiver or rescission will extend to any
subsequent or other Series A Event of Default or impair any rights consequent thereon.

Supplemental Indentures

The Bond Bank and the Trustee, without the consent of, or notice to, any of the owners of
Series A Notes, but with the written consent of the Bank, may enter into an indenture or
indentures supplemental to the Indenture for any one of more of the following purposes:

@ To cure any ambiguity, formal defect or omission in the Indenture;

(b) To grant to or confer upon the Trustee for the benefit of the owners of Series A
Notes any additional benefits, rights, remedies, powers or authority that may
lawfully be granted to or conferred upon the owners of Series A Notes or the
Trustee, or to make any change which, in the judgment of the Trustee, does not
materialy and adversely affect the interests of the owners of Series A Notes and
does not otherwise require the consent of the owners of all Series A Notes then
outstanding under the Indenture;

(© To subject to the lien and pledge of the Indenture for the benefit and security of
the owners of the Series A Notes then outstanding additional revenues, properties
or collateral;

(d) To modify, amend or supplement the Indenture or any supplemental indenture in
order to permit the qualification thereof under the Trust Indenture Act of 1939, as
amended, or any similar federal statute hereafter in effect or to permit the
qualification of the Series A Notes for sale under the securities laws of the United
States of America or of any of the states of the United States of America, and, in
connection therewith, if the Bond Bank and the Trustee so determine, to add to
the Indenture or to any supplemental indenture such other terms, conditions, and
provisions as may be permitted by the Trust Indenture Act of 1939, as amended,
or federa or state statute;
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(e) To evidence the appointment of a separate or co-trustee or the succession of a new
Trustee under the Indenture or the succession of a new Note Registrar and/or

paying agent;

()] To modify, amend or supplement the Indenture or any Supplemental Indenture to
enable the Bond Bank to comply with its covenants regarding the excludability of
interest from gross income of the owner of the Series A Notes for federal income
tax purposes, so long as any such action is not to the material prejudice of the
owners of the Series A Notes;

(9 To modify, amend or supplement the Indenture or any Supplemental Indenturein
any manner which, in the reasonable opinion of the Trustee, does not adversely
affect, in any material respect, the security for the Series A Notes.

With the exception of Supplemental Indentures for the purposes described in the
preceding paragraph and subject to the terms of the Indenture, the owners of not less than a
majority of the principal amount of all Series A Notes then outstanding (other than Series A
Notes held by the Bond Bank) will have the right, from time to time, to consent to and approve
the execution by the Bond Bank and the Trustee of any Supplemental Indenture or Indentures
deemed necessary and desirable by the Bond Bank for the purpose of modifying, altering,
amending, adding to or rescinding, in any particular, any of the terms or provisions contained in
the Indenture or in any Supplemental Indenture. However, nothing contained in the Indenture
shall permit or be construed as permitting, without the consent of the Bank and owners of all
Series A Notes then outstanding, (i) an extension of the stated maturity or reduction in the
principal amount of, or reduction in the rate or extension of the time of payment of interest on,
any Series A Notes, or (ii) the creation of any lien on the Series A Trust Estate prior to the lien of
the Indenture, or (iii) a reduction in the aggregate principal amount of the Series A Notes, the
owners of which are required to consent to such Supplemental Indenture, or (iv) the granting of a
privilege, priority or preference to any of the Series A Notes over any other Series A Notes or (V)
any amendment or modification of the trusts, powers, rights, obligations, duties, remedies,
immunities, or privileges of the Trustee which will aso require the written consent of the
Trustee.

Defeasance and Discharge of Lien of First Supplemental Indenture

If (a) payment or provision for payment is made to the Trustee of the whole amount of
the principal of, and interest on, the Series A Notes due and to become due under the First
Supplemental Indenture, (b) all Credit Obligations (as defined in the Credit Facility Agreement)
have been discharged and there are no amounts owed by the Bond Bank to the Bank under the
Credit Facility Agreement and (c) the Trustee receives all payments due and to become due
under the First Supplemental Indenture, then the First Supplemental Indenture may be
discharged in accordance with its provisions.

Any Series A Note will be deemed to be paid when: (a) payment of the principal of that
Note, plus interest to its due date, either (i) has been made or has been caused to be made in
accordance with its terms or (ii) has been provided for by irrevocably depositing with the
Trustee, in trust and exclusively for such payment, (A) moneys sufficient to make such payment,
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(B) direct obligations of the United States of America maturing as to principal and interest in
such amounts and at such times, without consideration of any reinvestments thereof, as will
insure the availability of sufficient moneys to make such payments (“ Defeasance Obligations’)
or (C) a combination of such moneys and such Defeasance Obligations; and (b) all other sums
payable under the First Supplemental Indenture by the Bond Bank, including the necessary and
proper fees and expenses of the Trustee pertaining to the Series A Notes and any amounts
required to be rebated to the United States of America, have been paid to or deposited with the
Trustee.

E-1-10



APPENDIX E-2

SUMMARY OF CERTAIN PROVISIONS OF THE WARRANT PURCHASE AGREEMENTS



APPENDIX E-2

SUMMARY OF CERTAIN PROVISIONS OF
THE WARRANT PURCHASE AGREEMENTS

The following is a summary of certain of the provisions of the Agreements and does not
purport to be complete and is subject in all respects to the provisions of, and is qualified in its
entirety by, reference to the Agreements.

Representations of the Bond Bank

The Bond Bank will represent and warrant in each Agreement, among other things, that:

1)

)

3

It isapublic body corporate and politic with full power and authority to enter into
the Agreement and to perform its obligations thereunder;

By dl required action, the Agreement and the Indenture and their respective
execution and delivery have been duly adopted and authorized by the Bond Bank;
and

The execution and delivery of the Agreement, and the performance of the Bond
Bank of its obligations thereunder will not violate or result in a breach of any of
the terms of, or constitute a default under, the Act or any instrument to which the
Bond Bank isa party or by which it is bound.

Representations of the Qualified Entity

The Qualified Entity will represent and warrant in its Agreement, among other things,
that as of the date of the Agreement and the purchase of Series A Warrants made thereunder:

D

2

3

(4)

(5)

It is a duly organized and existing politica subdivision and constitutes a
“qualified entity” within the meaning of the Act;

It has full power and authority to enter into the Agreement and perform its
obligations thereunder;

By al required action, it has duly authorized the execution and delivery of the
Aqgreement;

The execution, delivery and performance of the Agreement by the Qualified
Entity will not conflict with or result in a breach under or constitute a default
under any instrument to which the Qualified Entity is a party or by which it is
bound;

There is no litigation pending or, to the knowledge of the Qualified Entity,
threatened that challenges or questions the validity or binding effect of the
Agreement or the Series A Warrants or its authority or ability to execute and
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(6)

(7)

(8)

(9)

(10)

(11)

(12)

(13)

deliver the Agreement or the Series A Warrants or perform its obligations
thereunder or that would, if adversely determined, have a significant adverse
effect on the ability of the Qualified Entity to meet its obligations under the
Agreement or the Series A Warrants;

Unless otherwise disclosed in writing to the Bond Bank, it has not, during the last
40 years, failed to pay when due interest on or principal of, and is not now in
default under any obligation or indebtedness,

Unless otherwise disclosed in writing to the Bond Bank, it has, during its three
most recent Fiscal Y ears, achieved an Ad Valorem Property Tax collection rate of
at least eighty-five percent (85%);

All information furnished by it to the Bond Bank in connection with its
participation in the Program is accurate and complete in al material respects;

It has not purchased and will not purchase, pursuant to any arrangement, the
Series A Notes in an amount related to the Series A Warrants;

It has taken or will take all proceedings required by law to enable it to issue and
sell the Series A Warrants to the Bond Bank pursuant to the Agreement;

Except as otherwise permitted in the Agreement, it has not issued any other
obligations in anticipation of the receipt of Ad Valorem Property Taxes levied and
in the course of collection, or if applicable, in anticipation of the receipt of current
State tuition support revenue estimated to be received prior to December 31, 2005
(but after the last day of June 2005) for a fund upon which Series A Warrants are
to be issued;

Prior to the end of the Tax Period, the Cumulative Cash Flow Deficit with respect
to each fund upon which such Series A Warrants will be issued is expected to
exceed 90% of the proceeds of all the Series A Warrants issued for such fund; and

There have been levied and are in the course of collection Ad Valorem Property
Taxes for each fund upon which Series A Warrants are to be issued with respect
to the June and December settlements and distributions in an amount estimated to
equal at least 125% of the respective amounts of Series A Warrants maturing on
June 30, 2005 (or, if applicable by the terms of any Series A Warrant, the First
Settlement Payment Due Date), and payable from the June settlement and
distribution and/or maturing on December 31, 2005, and payable from the
December settlement and distribution.

Purchase of Series A Warrants

The Bond Bank will agree to purchase the Series A Warrants of the Qualified Entity at
the purchase price of 100% of the par value thereof in a principal amount agreed to by the
Qualified Entity and the Bond Bank. The Bond Bank will disburse the proceeds from the sale of
the Series A Warrants to the Qualified Entity on or about the date of issuance of the Series A
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Notes. The Series A Warrants will bear interest prior to their due date or dates at the per annum
rate fixed at the time of their issuance; each Qualified Entity is expected to have a authorized rate not
to exceed six and one-half percent (6.50%) as of the date of this Official Statement. To the
extent permitted by law, Series A Warrants not paid on or before the respective due date will
bear interest at the Reinvestment Rate thereafter until paid.

The initial payment installment for any Series A Warrant purchased shall be at least
$50,000 unless otherwise consented to by the Bond Bank. The Trustee shall not make any future
installment advance with respect to any Series A Warrant that has not been disbursed in full on
the date that such Series A Warrant is purchased until such time as the Trustee has received
notice of a Request for an Installment advance as directed by the Series A Warrant Purchase
Agreement approved by the Bond Bank. Such subsequent installments shall be made on the first
Business Day of each month through and including May 2005. Notwithstanding the foregoing, if
the full principal amount of any Series A Warrant has not been disbursed to the Qualified Entity
prior to the first Business Day of May 2005, then a final payment installment shall be made by
the Trustee to the Qualified Entity in an amount, which together with all prior payment
installments made with respect to such Series A Warrant, aggregate the principal amount of each
Series A Warrant purchased by the Bond Bank from such Qualified Entity.

Payment

Each Qualified Entity will be required to repay its Outstanding Warrants in full in
immediately available funds no later than the applicable: (i) June 30, 2005, or if applicable by the
terms of any Warrant, the First Settlement Payment Due Date; or (ii) December 31, 2005.
Except as set forth in the Series A Warrant Purchase Agreement, Qualified Entities may not
prepay the Series A Warrants prior to their due date without the express written consent of the
Bond Bank. Qualified Entities will be required to submit a request to the County Treasurer for
an advance distribution of not less than 95% of collections of Ad Valorem Property Taxes for
each fund in anticipation of which Series A Warrants are issued. If a Qualified Entity receives
advance distributions of Ad Vaorem Property Tax collections or other moneys in lieu thereof,
and the total of all advance distributions or other moneys in lieu thereof received exceeds five
percent (5%) of the total taxes in anticipation of which Series A Warrants have been issued, the
Qualified Entity will be required to invest such moneys temporarily in investments which: (i)
mature no later than the respective due dates of such Series A Warrants, and are limited solely to
interest-bearing time deposits or certificates of deposit of any bank, trust company or national
banking association which is a member of the Federal Reserve System and which is designated
as a depository under and a participant in the Public Deposit Insurance Fund of the State; or (i)
have been approved by the Bond Bank. Additionally, in the event the First Semi-Annual
Settlement shall occur in more than one installment to the Qualified Entity to be made after June
30, 2005, following its receipt of each such installment, the Qualified Entity (i) must within two
(2) Business Days following receipt of each such installment notify the Bond Bank of the
amount so received and (ii) will be obligated to prepay the Series A Warrants issued in
anticipation of the First Semi-Annual Settlement in the amounts, on the date or dates, and in
respect of the respective Series A Warrants as may be determined by the Bond Bank in a notice
to the Qualified Entity; provided the aggregate amount of each such prepayment of the Series A
Warrants shall not exceed the aggregate amount of each such respective installment received by
the Qualified Entity.
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Conditions of Purchase

Prior to the purchase of its Series A Warrant or Series A Warrants, the Trustee will have
the opportunity to review the various documents and instruments required by the Agreement
with respect to each Qualified Entity, including, among other things, the following:

(1)

(2)

3

(4)

©)

(6)

(7)

A certificate executed by an Authorized Official stating (a) the amount of the
Cumulative Cash Flow Deficit projected to occur during each month of the Tax
Period in each of the funds of the Qualified Entity for which Series A Warrants
are to be issued, (b) the amount of taxes estimated or certified by the County
Auditor or the Department of Local Government Finance to be levied and
collected during the 2005 calendar year for each of the funds for which Series A
Warrants are to be issued, and (c) that the Qualified Entity has duly, regularly and
properly adopted its budget for the 2005 Fiscal Year, has complied with all
statutory and regulatory requirements with respect to its adoption and will expend
the proceeds of its Series A Warrant or Series A Warrants for lawful purposes
provided for in the budget;

A copy of the final budget order, or if such final budget order is not available,
then the most current preliminary budget order, of the Department of Local
Government Finance setting forth the annual budgets for each of the funds of the
Qualified Entity for which Series A Warrants are to be issued;

A copy of the resolutions or ordinances of the Qualified Entity authorizing the
issuance of the Series A Warrants and appropriating and pledging funds for their

repayment;

The opinion of bond counsel to the Qualified Entity in the form required by the
Aqgreement;

A signed copy of the opinion or certificate of counsel to the Qualified Entity in
the form required by the Agreement;

A copy of the transcript of the proceedings in which the Qualified Entity has
authorized the issuance and sale of the Series A Warrants to the Bond Bank; and

All other documents and materials required by bond counsel for the Bond Bank.

Consent to Pledge by Qualified Entity

The Qualified Entity consents and agrees to the assignment and pledge by the Bond Bank
of the Series A Warrants and al rights of the Bond Bank under the Agreement to the Trustee and
thereafter to the Bank.

Other Borrowings

For so long as its Series A Warrant or Series A Warrants are outstanding, the Qualified
Entity will not, without the consent of the Bond Bank and the Bank, issue any warrant or
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comparable obligation in anticipation of the revenues budgeted for the fund from which the
Series A Warrants will be paid for the then current Fiscal Year; provided that this prohibition
shall not be violated by the Qualified Entity having issued warrants for a fund in anticipation of
revenues that were originally anticipated for collection in the prior Fisca Year but due to
reassessment and related delays are now anticipated for collection in the Fiscal Year ending
December 31, 2005 or by issuing warrants with the Bond Bank's consent, to refund any such
warrant if such revenues remain in the course of collection.

Reports Relating to Cumulative Cash Flow Deficit and Financial Infor mation.

The Qualified Entity will be required to submit monthly reports regarding its Cumulative
Cash Flow Deficit and its compliance with the requirements of Section 148 of the Code.

Maintenance of Tax Exemption and Arbitrage Rebate

The Qualified Entity covenants not to take, or cause or permit itself or any party under its
control to take, or fail to take, or cause to permit itself or any party under its control to fail to
take, any action that would result in the loss of the exclusion from gross income for federal
income tax purposes of interest on its Series A Warrants pursuant to Section 103 of the Code.

The Qualified Entity covenants to take all action necessary and appropriate to comply
with the arbitrage rebate requirement under Section 148 of the Code to the extent applicable.
The Qualified Entity will bear all responsibility for and pay all expenses of compliance with the
rebate requirements with respect to its Series A Warrants.

Remedies

The Qualified Entity acknowledges and agrees that, in the event of its default on any of
its obligations under its Agreement or under its Series A Warrants, the Bond Bank (and the Bank
under the provisions of the Credit Facility Agreement to the extent that amounts are owed to the
Bank under the Credit Facility Agreement) will have any and all remedies available at law or in
equity for the enforcement of such obligations. The Qualified Entity further covenants and
agrees that, in the event that any default on the payment of principal of or interest on a Series A
Warrant is attributable to or arises from a third party’s act or omission, the Qualified Entity will
diligently prosecute any cause of action arising therefrom in its own name or, at the option of the
Bond Bank (and the Bank under the provisions of the Credit Facility Agreement, if amounts are
owed to the Bank under the Credit Facility Agreement) and to the extent permitted by law,
assign such right to pursue the cause of action in its own name to the Bond Bank (and the Bank
under the provisions of the Credit Facility Agreement, if amounts are owed to the Bank under the
Credit Facility Agreement).

Additional Costs Imposed on Qualified Entities
The Qualified Entity will agree to pay to the Bond Bank all costs and expenses incurred

by or on behalf of the Bond Bank as a result of any failure by the Qualified Entity to comply
with the provisions of the Agreement.
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APPENDIX E-3

SUMMARY OF CERTAIN PROVISIONS OF
THE CREDIT FACILITY AGREEMENT

The following is a summary of certain of the provisions of the Credit Facility Agreement
and does not purport to be complete and is subject in all respects to the provisions of, and is
qualified inits entirety by, reference to the Credit Facility Agreement.

Assignment to Trustee

Pursuant to and in accordance with the provisions of the Credit Facility Agreement, the
Bond Bank will assign all of its rights under the Credit Facility Agreement to the Trustee. The
Trustee will be deemed to be the agent of the Bond Bank for purposes of the Credit Facility
Agreement and will have the authority to exercise any and all rights of the Bond Bank under the
Credit Facility Agreement, including without limitation, the right to request payment under the
Credit Facility Agreement. The obligations of the Bond Bank under the Credit Facility
Agreement will remain with the Bond Bank and will not be assigned to the Trustee.

Request for Payment

The Trustee, acting on behalf of the Bond Bank, may request payment under the Credit
Facility Agreement at any time during the Bank’s business hours by delivery of a certificate
requesting payment in the form attached to the Credit Facility Agreement appropriately
completed and signed by the Trustee. If a payment request is appropriately completed and
received by the Bank on or prior to 10:00 am., New Y ork City time, on a banking day, payment
will be made to the Trustee of the amount requested not later than 12:00 noon, New York City
time, on the same day. If a payment request is appropriately completed and received by the
Bank after 10:00 am., New York City time, on a banking day, payment will be made to the
Trustee of the amount requested not later than 12:00 noon., New York City time, on the next
succeeding banking day. If a payment request is delivered by the Trustee and does not conform
to the form of the payment request attached to the Credit Facility Agreement, the Bank will give
the Trustee prompt notice of such fact in writing or by telephone or fax, and thereafter, the
Trustee may attempt to correct such certificate requesting payment.

Reimbursement and Other Payments by the Bond Bank

Pursuant to and in accordance with the provisions of the Credit Facility Agreement, the
Bond Bank agrees to pay to the Bank no later than May 31, 2006, an amount equal to the total
amount disbursed under the Credit Facility Agreement, together with interest on such amounts.
The Bond Bank will execute a note to evidence its obligations to the Bank under the Credit
Facility Agreement (the “Facility Note”). To the extent moneys are available in the Series A
Trust Estate for the repayment of credit obligations under the Credit Facility Agreement, the
Bond Bank will repay such amounts to the Bank prior to May 31, 2006. Moneys shall be
considered available in the Series A Trust Estate for the payment of credit obligations only if and
to the extent that moneys in the Series A Trust Estate together with the sum of (1) the principal
amount of all Series A Warrants in the Series A Trust Estate (excluding, however, Series A
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Warrants the payment of principal of or interest on which isin default) and (2) all interest to be
received on all Series A Warrants held in the Series A Trust Estate (excluding, however, Series
A Warrants the payment of principal of or interest on which isin default) exceeds the sum of (a)
the outstanding principal amount of the Series A Notes (not including, however, any Series A
Notes transferred and assigned to the Bank pursuant to the Indenture); (b) the full amount of the
interest to be paid on the Series A Notes (not including, however, any Series A Notes transferred
and assigned to the Bank pursuant to the Indenture) at their maturity; and (c) the anticipated costs
to be incurred in connection with the administration of the Program. If there is a termination of
the Credit Facility Agreement, then in no event shall any moneys in the Series A Trust Estate be
considered available for or used for the repayment of such credit obligation prior to the date on
which the principal of and interest on all Series A Notes (not including, however, any Series A
Notes transferred and assigned to the Bank pursuant to the Indenture) has been paid in full.

Covenants of the Bond Bank Under the Credit Facility Agreement

The Bond Bank covenants and agrees, pursuant to the Credit Facility Agreement, among
other things:

Q) To comply at all times with its covenants and obligations under the Indenture, the
Agreements, and the Series A Notes;

(2 To conduct its affairs and carry on its operations in a manner complying in all
material respects with any and all applicable laws of the United States of America
and the State of Indiang;

(©)) To permit the Bank or any of its agents or representatives to examine and make
copies of any abstracts from the records and books of account of the Bond Bank
and to discuss the general business affairs of the Bond Bank with any of its
officials, directors or employees;

4 To keep proper books and records of account, in which full and correct entries
will be made of financia transactions and the assets of the Bond Bank in
accordance with generally accepted accounting principles;

) To furnish the Bank with (i) a statement of the Bond Bank setting forth the details
of any event of default and the action the Bond Bank proposes to take with
respect to such event of default within ten (10) days after the occurrence thereof;
(i) its audited balance sheet and audited income statement, and statement of cash
flows as prepared by its independent certified public accountants as soon as
possible after the end of each Fiscal Year, (iii) a certificate of the Trustee setting
forth the amount on deposit in each Series A Fund and Series A Account held
under the Indenture and the total deposits and withdrawals from each Series A
Fund and Series A Account during each month, within twenty (20) days after the
end of each such month and (iv) such other information regarding the financial
condition or operations of the Bond Bank as the Bank may reasonably request;
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(6)

(7)

(8)

To promptly furnish to the Bank a copy of al notices, reports, statements, and
other communications sent, given, or delivered by the Bond Bank pursuant to or
in connection with the Indenture;

Not to create or suffer to exist any liens, security interests, or other encumbrances
with respect to the collateral pledged to the Bank under the Credit Facility
Agreement, other than as contemplated by the Indenture; and

(i) To regularly review the Series A Warrants and the security and sources of
payment therefor for the purpose of assuring that the payment of principal of and
interest on such Series A Warrants, together with other Series A Revenues, will
be sufficient to provide for the timely payment of the principal of and interest on
the Series A Notes, (ii) to pursue all necessary and appropriate actions not
inconsistent with the powers and purposes of the Bond Bank under the Act in
order to remedy any actual or anticipated deficiency of funds, which may include,
without limitation, notification of the General Assembly of the State of any
deficiency or projected deficiency in the Series A General Fund under the
Indenture and requesting an appropriation or any other available action to satisfy
any such deficiency, and exercising its best efforts to pursue and to make
available appropriate alternate remedies to satisfy any such deficiency, and (iii) to
deposit any amounts received or otherwise made available by the Bond Bank
pursuant to its actions taken pursuant to subparagraph (ii) into the Series A
Genera Fund under the Indenture for the payment of principal of and interest on
the Series A Notes.

Events of Default

Each of the following will constitute an event of default under the Credit Facility

Aqgreement:

@

(b)

(©)

Default in the payment when due, whether by acceleration or otherwise, of any
amounts payable under the terms of the Credit Facility Agreement;

The Bond Bank becomes insolvent or admits in writing its inability to pay its
debts as they mature or is adjudicated a bankrupt or insolvent; or the Bond Bank
applies for, consents to, or acquiesces in the appointment of a trustee or receiver
for itself or any of its property, or makes a general assignment for the benefit of
creditors; or a trustee or receiver is appointed for the Bond Bank or for a
substantial part of its property and is not discharged within sixty (60) days; or any
bankruptcy, reorganization, debt arrangement, or other proceeding under any
bankruptcy or insolvency law, or any dissolution or liquidation proceeding is
instituted by the Bond Bank or against the Bond Bank and is consented to or
acquiesced in by the Bond Bank and remains undismissed for sixty (60) days;

Failure by the Bond Bank to comply with any of the covenants set forth in the
Credit Facility Agreement, and continuance of such failure for thirty (30) days
after notice thereof to the Bond Bank from the Bank;
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(d) Any warranty or representation made by the Bond Bank in the Credit Facility
Agreement proving to have been false or misleading in any material respect when
made, or any schedule, certificate, financial statement, report, notice, or other
writing furnished by the Bond Bank to the Bank proving to have been false or
misleading in any material respect when made or delivered;

(e Failure by the Bond Bank to comply with or perform any covenant or other
provision of the Credit Facility Agreement and continuance of such failure for
thirty (30) days after notice thereof to the Bond Bank from the Bank; and

()] Failure of the Bond Bank to comply with or perform any covenant or provision of
the Indenture, the Series A Notes, the Agreements, or any agreement, document,
or instrument executed pursuant thereto, which failure constitutes an “event of
default” as defined in such document or agreement, or alows the holder or
holders of such obligation, or any trustee for such holders, to pursue its remedies
thereunder.

If any event of default occurs and is continuing, then at the election of the Bank, (a) all
credit obligations under the Credit Facility Agreement will become immediately due and
payable, without demand, presentment, protest, or notice of any kind; (b) the Bank will have the
right to terminate the Credit Facility Agreement upon seven (7) banking days written notice to
the Bond Bank, which termination will become effective on the date specified in the notice; (¢)
the Bank may pursue its rights with respect to the collateral pledged thereto under the Credit
Facility Agreement; (d) al outstanding principal and interest on the Facility Note will become
immediately due and payable; and (€) the Bank will have the rights and remedies available to it
under the Indenture, the Agreements, and the other credit documents or otherwise available
pursuant to law or equity.

Termination

The Bank will not exercise its rights to terminate the Credit Facility Agreement until an
event of default specified thereunder has occurred and is continuing. The Bank agrees that in the
event it determines to terminate the Credit Facility Agreement, the Bond Bank will be permitted
to request payment in the full amount available under the Credit Facility Agreement after receipt
of notification of termination and prior to the termination date, which will be set forth in the
notification and will not be less than seven (7) banking days after delivery of such notification to
the Bond Bank.
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